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DICTATORSHIP AND DEMAND 




Introduction 


Erst kommt das Fressen, dann kommt die Moral. 
Bertolt Brecht, Die Dreigroschenoper 


In October 1999, as a way of marking the fiftieth anniversary of the 
founding of the German Democratic Republic, Berliners watched as 
more than forty Italian confectioners from Perugia built a chocolate 
facsimile of the Berlin Wall. The final product of their artful labors was 
a free-standing structure, thirty-nine feet long, consisting of four hun¬ 
dred blocks of chocolate, each weighing forty-five pounds—in total, 
thirteen tons of Italian chocolate. As an item in the New York Times 
blithely remarked, “Some eastern Germans have reacted to the an¬ 
niversary with warm recollections of life before unification; others find 
nostalgia for a police state distasteful.” 1 

Could Berliners have been treated to a more ambiguous symbol 
than a wall of chocolate? No doubt intended as a happy monument to 
reunification, to all the material pleasures so long denied East Ger¬ 
mans by the actual Berlin Wall, the chocolate version offered the 
rather perverse spectacle of the Cold War’s most despised symbol and 
instrument of tyranny cast in flavors of enticing sweetness. The incon¬ 
gruity of the monument was only heightened by the fact that it was also 
misleading: on the day being commemorated—October 7, 1949— 
there was no Berlin Wall. Not until August 1961 did the East German 
state physically seal itself off from West Berlin by erecting its self- 
described “antifascist protection wall.” Perhaps worse still, the choco¬ 
late replica could so easily be interpreted as a symbol of remaining 
divisions: divisions between “eastern” and “western” Germans, the 
much-discussed “wall in the head” (Mauer im Kopf); and divisions be¬ 
tween former East Germans themselves, between those whose memo¬ 
ries of the German Democratic Republic flicker in the warm afterglow 
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of nostalgia and those who prefer the taste of chocolate to that of a “po¬ 
lice state.” 

One can hardly blame the Italians. How could they have known that 
the new Germany would be no more immune to anxieties about the 
soundness of national unity than past Germanys have been? Yet to 
pause for reflection on the history of Germany since World War II is to 
recognize that issues of material well-being and consumerism form the 
theme of yet another chapter in the centuries-long story of Germany 
and its inner divisions. This book is an investigation into that theme. It 
explores the political consequences of frustrated desire in the German 
Democratic Republic (GDR) during the years between the Berlin 
Blockade and the building of the Berlin Wall. 

The immediate setting is thus East Germany; the broader context is 
defined by the Cold War, the division of Europe, and the rise of dis¬ 
tinct, new social orders on either side of the “Iron Curtain.” The cen¬ 
tral tension driving the story arose from the confluence of an 
emerging, mass consumer society in the West and the crucial, destabi¬ 
lizing role of consumer dissatisfaction in the East. A product of re¬ 
search in recently opened East German state and party archives, this 
study depicts a regime caught between competing pressures: while East 
Germany’s leaders received a Soviet model that fetishized productivity 
in heavy industry and rigidly prioritized the production of capital 
goods over consumer goods, they nevertheless had to contend with the 
increasingly tantalizing allure of consumer abundance in West Ger¬ 
many. As a result, the usual difficulties associated with satisfying con¬ 
sumer demand in a socialist economy acquired a uniquely intense 
political immediacy. From the very beginning, the regime found itself 
trapped in a contest of prosperity its leaders never expected, were 
loathe to engage in, but dared not ignore. Indeed, within their own 
painstakingly built bureaucracy—itself a perpetual work in progress— 
there soon emerged voices pressing the unsettling, almost taboo cause 
of consumer demand. 

As in all the states of the Soviet bloc, the running discrepancy in East 
Germany between the regime’s public promises to meet the material 
needs of its citizens and the chronic dearth of consumer goods called 
into question the political legitimacy of socialism on a daily basis. In 
this sense, the overall scope and implications of this work go well be¬ 
yond the history of East Germany itself, raising larger questions about 
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the nature of socialism and the East-West conflict that transcend the 
usual perspectives of political propaganda, military security, economic 
organization, and espionage. And yet the position of East Germany was 
especially difficult with regard to consumerism because of the mag¬ 
netic prosperity generated by the West German “economic miracle” 
(Wirtschaftsiuunder). Nowhere in divided Europe did the problem of 
consumption feature so prominently as a field of Cold War competi¬ 
tion than in divided Germany, where nearly 3.5 million people fled 
across the open border to the West between 1945 and 1961. This book 
explores the ways in which the East German political leadership recog¬ 
nized, understood, and attempted to address one of the great weak¬ 
nesses of the entire Soviet bloc. 

My focus is therefore on the center, on those offices and depart¬ 
ments within East Germany’s ruling Socialist Unitv Party (SED) con¬ 
cerned with consumer provisioning and on the central state ministries 
and planning authorities charged with carrying out, interpreting, and 
developing the policy directives of the central party leadership. I con¬ 
centrate on particular moments in which the problem of consumer 
supply assumed great political significance and on specific efforts or 
campaigns associated with the regime’s evolving consumption policies. 
The mode of the work is narrative, the argument cumulative. The 
problem of consumpdon is integrated into the larger, inseparable nar¬ 
ratives of the Cold War and the history of divided Germany. Although 
we are beginning to see studies that highlight the significant role of 
consumerism in the fiscal crises and final collapse of the GDR, we still 
know little about the initial stages of the Cold War contest of prosper¬ 
ity as it played out on either side of Checkpoint Charlie. 2 

One point should be made clear at the outset: although this study of¬ 
fers, among other things, a critique of certain aspects of socialism, it is 
not intended as yet another (belated) warble in the glib chorus of Cold 
War triumphalism that greeted the fall of the Soviet Union over a 
decade ago. I have no interest in being a cheerleader for Western-style 
consumerism, which, as critics of various hues have long recognized, is 
so often cheap, loud, tasteless, offensive, manipulative, divisive, and 
endlessly insipid. Rather, my intention is to investigate the very real dif¬ 
ficulties that postwar consumerism, for all its obvious shortcomings, 
created for the socialist world. Those difficulties constituted one of the 
crucial, if hitherto neglected, fault lines in the central geopolitical 
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struggle of the second half of the twentieth century. 3 For our purposes, 
it is necessary above all to appreciate the profound difficulty of the po¬ 
sition in which the leaders of East Germany found themselves from the 
very beginning, caught as they were between conflicting imperatives: 
on the one hand, “Sovietization”; on the other, the unprecedented, fit¬ 
fully emerging, and only grudgingly understood challenge posed by 
postwar mass consumption in the West. 

The step-by-step process of Sovietization began during the period of 
occupation immediately after the war under the authority of the Soviet 
Military Administration in Germany (SMAD). With the official found¬ 
ing of the German Democratic Republic in 1949, that process contin¬ 
ued under the auspices of the Soviet Control Commission (SCC). 
Although in 1955 East Germany was nominally granted full sovereignty 
in domestic and foreign affairs, its sovereignty in practice was never 
more than partial, since Soviet influence remained pervasive and con¬ 
trolling, exercised through the Soviet embassy in East Berlin and 
through the activities of countless Soviet advisors in East Germany’s 
leading political and economic administrations. Taken as a whole, the 
political, social, and economic changes introduced by the Soviets were 
nothing short of revolutionary. The Soviets presided over vast popula¬ 
tion movements, far-reaching land reform, the expropriation of large 
industries, the extraction of punishing reparations, the reorientation 
of foreign trade relationships, the abolition of “bourgeois” forms of jus¬ 
tice, radical changes in the education system, the imposition of one- 
party rule, and the creation of a Soviet-style planned economy. With 
the exception of reparations, it must be added, none of this was anath¬ 
ema to SED leaders. 

On the contrary, the SED leadership embraced these changes whole¬ 
heartedly and, with them, the economic and social priorities of pro- 
ductivism, by which I mean the classic Soviet-style emphasis on forced 
growth in heavy industry and the production of investment goods (in 
Marxist-Leninist terms, “the means of production”). For Marxist- 
Leninists the role of industry as the engine of growth, as the privileged 
core of the planned economy, was an article of faith derived from So¬ 
viet experience and inculcated under Soviet instruction. Productivism 
found expression not only in the division of scarce material resources 
and investments but also in the propaganda campaigns and socialist re¬ 
alist artifacts, which incessantly championed the virtues of productivity 
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in labor and extreme modesty in material life. Productivism was at 
once an economic policy and a school of socialist virtue. Its heroes, typ¬ 
ified by the Soviet coal miner Aleksei Stakhanov, were celebrated as 
models to emulate, their achievements immortalized in the glittering 
statistics of “overfulfilled” production quotas. This “proletarian mys¬ 
tique,” so characteristic of Russian socialism, projected an idealized im¬ 
age of the working class as pure, ready for sacrifice, and unspoiled by 
materialism, “bourgeois” comforts, and selfishness. 4 Of course, the im¬ 
age was more goal than reality. Nevertheless, it remained an abiding mis¬ 
sion, part and parcel of the Bolshevik dream of transforming people. 

And yet it must also be remembered that for many on the Left aus¬ 
terity and sacrifice made up a great part of the appeal of socialism. As 
John Maynard Keynes recognized in the 1930s, after several trips to the 
Soviet Union, communism was “an appeal to the ascetic in us.” Were 
Cambridge undergraduates disillusioned when they took their “in¬ 
evitable trip to Bolshiedom” and found it “dreadfully uncomfortable?” 
“Of course not,” Keynes suggested. “That is what they are looking for.” 5 
Socialism was to be not only more efficient and productive than capi¬ 
talism but also more just, promising a moral renewal of which material 
sacrifice was an inseparable component, at least until the attainment of 
what Marx had called “a higher phase of communist society,” a mo¬ 
ment in which “society [would] inscribe on its banner: From each ac¬ 
cording to his ability, to each according to his needs!” 6 But this was a 
moment that could only be achieved through hard work and sacrifice, 
through saving and investing. On the path to that higher phase, a so¬ 
cialist society in the making would have to substitute the principle of 
work for that of need in the distribution of its “means of consumption.” 
In Marx’s words, “the individual producer receives back from soci¬ 
ety . . . exactly what he gives to it. What he has given to it is his individ¬ 
ual quantum of labor.” 7 In Leninist hands this principle found ready 
and exaggerated application. 

To emphasize only the harshness and appeal of austerity, however, 
would be misleading. The Soviet Union and its protege regimes in 
Eastern Europe did offer other, compensatory satisfactions, both ma¬ 
terial and nonmaterial, which helped to soothe the everyday frustra¬ 
tions aroused by chronic shortages in consumer goods. Professing a 
commitment to the brotherhood of mankind and to the breaking 
down of social barriers, socialist states extended to the lower orders of 




6 


Introduction 


society unprecedented access to education, health care, and social wel¬ 
fare. Subsidized prices afforded an easy satisfaction of basic needs such 
as food, housing, and utilities. Never before had the working classes of 
Eastern Europe and east-central Europe enjoyed such material secu¬ 
rity. And although the constitutional “right to work” celebrated by so¬ 
cialist regimes came to be seen by their citizens as more of a duty than 
a right, socialism did provide full employment, an achievement that 
seemed particularly impressive after the chronic unemployment of the 
1920s and 1930s. The relative neglect of private consumption wants re¬ 
flected a contempt for consumerism as well as a desire to provide 
something loftier, to build a better, more egalitarian society in which 
the materialistic individualism that still plagued the West would finally 
be transcended. 

East Germany’s leaders, many of them only recently returned to Ger¬ 
many from extended periods of exile in the Soviet Union, were much 
beholden to this utopian impulse; they showed themselves to be avid 
pupils and enthusiastic practitioners of Soviet-style productivism. But 
complicating, even modifying, the process of Sovietization were devel¬ 
opments in West Germany perhaps most easily grouped under the cate¬ 
gory of “Americanization.” 8 There has been much debate about the 
extent and pace of Americanization in West Germany, particularly 
about the emergence of mass consumption. The most recent literature 
has argued that material prosperity and consumer abundance emerged 
more slowly in West Germany than previously assumed and that for 
most West Germans everyday life continued to be defined by material 
sacrifice, austerity, and hard work for most of the 1950s. 9 

Nevertheless, from the point of view of SED leaders, the pace of 
prosperity and mass consumption in West Germany was all too swift. As 
living standards in West Germany improved, especially by the mid- 
1950s, they became the primary point of reference not only for the 
East German people but for the SED regime itself. As often as they 
denounced the exploitative character of West German capitalism, 
as often as they heralded its imminent collapse, SED leaders found 
themselves confronted with a rival German society in the midst of an 
economic miracle that provided a measure of prosperity, material well¬ 
being, and social security its citizens had never known before. By 1956 
Ludwig Erhard, West Germany’s economics minister, could quite 
rightly encapsulate the strategy of West Germany’s unfolding success 
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story with the apt slogan “Prosperity for All” (Wohlstand fiir alle). Erhard 
looms as a towering figure in the history of the Federal Republic. He is 
widely regarded as the father of the Wirtschaftswunder. Scholars differ 
on the extent to which his postwar nostrums were based on ideas al¬ 
ready formed before 1945. 10 Few, if any, would dispute that by the time 
he assumed his duties as economics minister, he ascribed to the virtues 
of free trade and market competition and favored a consumption- 
oriented capitalism. 11 For Erhard the “will to consume” was a pre¬ 
requisite for economic expansion and higher productivity; it was 
impossible to produce without consuming, he insisted, “except in a to¬ 
talitarian system.” 12 In addition, the “social market economy” over 
which he presided incorporated a system of “codetermination” (Mitbe- 
stimmung) between employers and organized labor, which helped to 
overcome the crippling industrial conflicts of the past. As Erhard sug¬ 
gested, it was more sensible to replace acrimonious squabbles over the 
distribution of wealth with a consensus on producing more of it: “It is 
considerably easier to allow everyone a larger slice out of a bigger cake 
than to gain anything by discussing the division of a smaller cake.” 13 

Relative peace in industrial relations, a thriving capitalist economy, 
and hitherto unknown social security were, in turn, accompanied by 
the multiplying enticements of American-style mass culture and mass 
consumption. The 1950s brought not only rock ’n’ roll, teen movies, 
and youth fashions to Europe 14 but also new products and modes of 
everyday consumption. For the first time in the history of Germany, in¬ 
deed of Western Europe, households from all classes of society became 
able with the help of various consumer credit options to acquire re¬ 
frigerators, washing machines, vacuum cleaners, and television sets. 
People found their ways of eating and dressing remade, as their 
wardrobes incorporated new artificial fibers and fabrics and as their 
cupboards filled with canned fruit and vegetables, tomatoes from Italy, 
and oranges and bananas from southern lands (Sudfruchte). A rapidly 
expanding network of self-service stores lent new meaning to the idea 
of freedom of choice, providing unimpeded access to new, brand- 
name products. These were developments East Germany’s leaders 
could ill afford to ignore. In fact, as this study shows, they made con¬ 
siderable efforts to respond in kind, by providing their own citizens 
with many of the same products and accoutrements of a modern con¬ 
sumer culture. 
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And yet if the challenges posed by West German prosperity and con¬ 
sumerism were undeniable, the ability of SED leaders to appreciate 
their significance was less straightforward. For in addition to the influ¬ 
ence of the Soviet model they eagerly embraced, East German leaders 
were burdened by specifically German traditions that interfered with 
their understanding of the emerging “consumer society” in West Ger¬ 
many. In fact, there had long been a traditional ambivalence about, or 
aversion to, American-style mass consumption and mass culture, ele¬ 
ments of which began to appear in Germany during the Weimar 
years. 15 Pejoratively tagged by cultural critics of the Left and Right as 
emblems of “Americanism,” the harbingers of mass consumption were 
associated with many of the perceived spiritual and material ills of the 
modern age. Debates in the 1920s and 1930s about rationalization, stan¬ 
dardization, Henry Ford, chewing gum—in short, “Americanism”— 
were at their core about Germany’s confrontation with modernity. It 
was during these years that the future leaders of East Germany imbibed 
their political-cultural education. Once in power, they showed them¬ 
selves ready and able to play upon deeply ingrained prejudices against 
“Americanism.” 16 

Moreover, within the Left itself there was an ambivalence about what 
has come to be known as “Fordism.” A different kind of productivism, 
Fordism linked mass production and mass consumption by combining 
standardized production with low prices and high wages. High output 
minimized costs per unit, as high wages sustained demand. It must be 
remembered that within the German workers’ movement the enthusi¬ 
asm for productivism had acquired deep roots well before the exis¬ 
tence of the Soviet Union. Marx himself had been a champion of 
nineteenth-century advances in industrial production methods, identi¬ 
fying them as a necessary condition of increased production and 
greater efficiency. During the Weimar years the enthusiasm for pro¬ 
duction innovations was readily apparent in the pilgrimages of leading 
German socialists and labor organizers to the American Midwest, to 
the temples of Fordist mass production. 17 Those who visited were 
deeply impressed by Ford’s plants at Highland Park and River Rouge 
and by the wondrous spectacle of perpetual motion facilitated by con¬ 
veyors, railroads, and assembly lines. But it was primarily the produc¬ 
tion side of Fordism that appealed. Those who visited the United States 
displayed a pronounced myopia when it came to the central elements 
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of Fordist-style mass consumption. Aside from admiring the compara¬ 
tively high wages paid to American workers, they seemed to take little 
notice of the new forms of credit buying and advertising or the popu¬ 
larity of new consumer durables. 18 

Specifically German cultural traditions and habits of thought, there¬ 
fore, combined with Marxist ideology and Soviet influence to leave 
SED leaders ill equipped to recognize the significance of mass con¬ 
sumption as it emerged in West Germany. Nothing in their past expe¬ 
rience or within their ideological frame of reference prepared them 
for the impact of “the Fordist recipe.” 19 The Marxist theoretical tradi¬ 
tion they inherited had little to say about the sphere of consumption, 
except insofar as it reflected and disguised power relationships arising 
from the realm of production. Meanwhile, the experience of the Great 
Depression and fascism only confirmed their faith in the bankruptcy of 
capitalism and the promise of socialism. How could they have pre¬ 
dicted that mass consumption would gradually replace the traditional, 
rigidly class-stratified patterns of consumption typical of Western Eu¬ 
rope before the war? How could they have known that it would thus 
contribute to easing many of the classic problems of industrial capital¬ 
ist society, above all those of rancorous class divisions and crises of over¬ 
production? 20 The challenge they came to face was conceptual as well 
as material. Wedded to an understanding of capitalist society as one 
made up of distinct and opposing classes—that is, collective producing 
entities defined by their place in the hierarchical relations between 
forces of production—SED leaders were entirely unprepared to recog¬ 
nize the growing appeal of an emerging alternative view, one that sub¬ 
stituted individual consumers for collective producers and proposed 
“prosperity for all” not as a vague, distant reward for prolonged, heroic 
sacrifice but as a real possibility in the immediate present. 

It bears emphasizing: postwar mass consumption in Western Europe 
was a new phenomenon, at first dimly and then resentfully understood 
by the leaders of East Germany. And yet they could hardly escape the 
creeping challenge it posed. In fact, the demands for higher levels of 
consumption arising from the population very quickly found “repre¬ 
sentation” within the regime, as a consumer supply lobby began to 
emerge within the official planning and administrative apparatus re¬ 
sponsible for domestic trade and provisioning (Handel und Versorgung). 
Scholars of Soviet-type systems have long acknowledged the existence 
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of particular lobbies, or interest groups, within socialist regimes; 21 but 
in doing so, they have tended to recapitulate the dominant concerns of 
party leaders by focusing on the lobbying efforts of groups in heavy in¬ 
dustry and the military. In contrast, they have had little or nothing to 
say on the subject of consumer advocacy. But as this study shows, a con¬ 
sumer supply lobby, however uncoordinated, emerged almost immedi¬ 
ately within the GDR’s Ministry for Trade and Provisioning. Motivated 
by the need to fulfill their sales plans and therefore to keep inventory 
moving, trade functionaries had a direct interest in satisfying con¬ 
sumer demand by supplying the goods consumers desired. In advanc¬ 
ing their own interests, trade officials quickly developed a language 
and set of goals aiming toward a more generous array of consumption 
offerings. They called for improving market research, advertising, 
retail store decoration, and customer service. Most important, they 
pushed for greater control over the production of consumer goods, an 
effort that brought them increasingly into conflict with industrial man¬ 
ufacturers and the ministries under which they operated. As the pres¬ 
sure caused by growing prosperity in West Germany mounted, the 
claims of trade for the cause of consumption received added weight in 
the ongoing struggle with industry for control over consumer supply. 

To be sure, additional interest groups within the system, played im¬ 
portant roles in the planning of consumption. One can point, in par¬ 
ticular, to the ministries of finance and foreign trade—in fact, at several 
moments in these pages, questions of finance and foreign trade as¬ 
sume great significance. The emphasis on the difficult relationship be¬ 
tween domestic trade and industry, however, offers several points of 
unique insight. First, it affords a revealing view of the challenge posed 
by the consumer supply lobby to the otherwise uncontested official 
obsession with productivity in heavy industry. Second, the prolonged, 
unresolved nature of the struggle between trade and industry neatly 
parallels the SED leadership’s own ambivalent and zigzagging strate¬ 
gies for addressing the problem of a consumer demand it could nei¬ 
ther completely control nor satisfy. Third, drawing attention to this 
struggle not only sheds light on the inner workings of the GDR but may 
provide clues for the study of other Soviet-type regimes as well. Finally, 
understanding this struggle offers a broader political context for ana¬ 
lyzing everyday consumer culture and assessing its importance in the 
history of divided Germany and the Cold War. 
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The attention to competing interest groups within the apparatus, in 
turn, has a direct bearing on the continuing debate about the type of 
regime East Germany’s leaders fashioned and the nature of the rela¬ 
tionship between rulers and ruled in the GDR. At the heart of this de¬ 
bate is the opposition between those scholars who focus on the state 
itself, proposing variations on the theme of totalitarianism, and those 
who insist on the importance of those aspects of social life that remained 
beyond the control of the state, allowing East German citizens to pursue 
daily lives largely imbued with self-generated direction and meaning 
(Eigen-Sinn). At issue is whether the East German people feature in their 
history as passive victims of totalitarian rule or as active subjects who 
were able to pursue their own interests within and beyond the claims of 
official ideology and institutions . 22 In fact, the debate is distorted by the 
assumption, false yet shared on both sides, that any study focusing its at¬ 
tention primarily on the state necessarily bolsters an understanding of 
the East German regime as totalitarian . 23 In truth, this need hardly be 
so. This book is a case in point: it shows quite clearly that there was a 
multiplicity of voices within the regime, and it highlights many of the 
limits hindering the successful implementation of various policies. In 
this sense, the following pages lay out a path leading beyond the con¬ 
fines of a debate that has long since grown rather sterile but that con¬ 
tinues to cast its shadow over the expanding literature on East Germany. 

The argument of this book is built into the narrative and may be sum¬ 
marized as follows. In the task of provisioning consumer goods to their 
citizens, East German political leaders found themselves confronted 
with a problem that they had never anticipated but that quickly ac¬ 
quired great political significance. Caught between the Soviet model 
they wanted to implement and the challenge posed by a new kind of 
prosperity in West Germany, SED leaders faced demands for a more- 
generous and higher-quality provisioning not only from the popula¬ 
tion but from within their own apparatus. As a result, an unresolved 
tension persisted between those voices arguing for ever-greater pro¬ 
ductivity in heavy industry and strict modesty in individual consump¬ 
tion, and those calling for a richer, more-developed set of consumption 
possibilities. 

Between the poles of austerity and relative generosity, consumption 
policy swung back and forth, depending upon the amount of pressure 
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at any given moment to address consumer dissatisfaction. The years 
until the uprising of June 17, 1953, have rightly been characterized as 
a time of austerity and reconstruction. And yet even in these years 
there were, for those who could afford it, means of satisfying desires 
that exceeded the most basic. Moreover, a consumer supply lobby, lo¬ 
cated in the Ministry for Trade and Provisioning, had already begun to 
develop a consumerist idiom and a set of arguments that, after the up¬ 
rising in June 1953, were to receive, temporarily, official recognition 
and encouragement with the implementation of the “New Course.” By 
the mid-1950s, however, after prewar consumption levels for many ba¬ 
sic goods had been more or less equaled, party leaders abandoned the 
New Course and shifted the concentration of investment resources 
back to heavy industry. And yet despite the apparent return to prodnc- 
tivism, East Germany’s leaders, chastened by the uprising of June 1953, 
demonstrated an abiding concern for living standards and showed 
themselves to be increasingly beholden to the standard of material 
well-being emerging in West Germany, one against which they failed to 
pose a compelling alternative. Although the New Course disappeared 
from view, these were the years in which the regime expanded its con¬ 
sumer credit offerings, introduced the mail-order catalogue, and de¬ 
veloped plans for establishing self-service stores. By 1956 even Nikita 
Khrushchev had come to see the need to turn the GDR into a “show¬ 
case” of socialist splendor in the Cold War competition with the West. 

Within East Germany these conflicting impulses found their clearest 
expression in the relationship between trade and industry, with trade 
acting as a consumer advocate in the face of indifference on the part 
of manufacturers of consumer goods and the industrial ministries 
under which they operated. Strengthening the hand of industry in this 
struggle was the chronic weakness of trade within the structure of East 
Germany’s political economy. Strengthening the hand of the con¬ 
sumer supply lobby, however, were the enticements of West German 
consumerism and the ever-swelling number of East German refugees 
fleeing to the West. Compelled to take action, the SED leadership pro¬ 
claimed at the Fifth Party Congress in July 1958 its so-called Main Eco¬ 
nomic Task of surpassing West Germany in productivity and individual 
consumption by 1961-62. Although this bold move initially resulted 
in a decline in the number of refugees, another mounting provision¬ 
ing crisis, brought on by the simultaneous drive to collectivize East 
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German agriculture, doomed the Main Economic Task to failure and 
precipitated the building of the Berlin Wall. Although the challenge 
posed by prosperity in the West would endure, and the issue of con¬ 
sumption would retain its political significance in East Germany right 
up until 1989, the building of the wall signified an important break. 
Having removed the immediate pressure caused by the open border 
between East and West Berlin, the SED would never again adopt as of¬ 
ficial policy the ambitious goals it had proclaimed in the Main Eco¬ 
nomic Task—it would never again boast of East Germany’s ability to 
surpass West Germany in individual consumption. Here was a caesura 
that amounted to a concession of failure and as such marked the end 
of a crucial chapter in the Cold War contest of prosperity. 

The implicit point of departure for this study is the recognition that 
in the bipolar world that emerged after the Second World War the is¬ 
sue of consumption came to delineate a crucial arena of Cold War 
competition. Nowhere was this competition more keenly felt than in 
divided Germany, where consumption emerged as a central, if hitherto 
neglected, factor in the Cold War crises of the late 1940s and 1950s. 
These crises serve as points of orientation in the narrative this study of¬ 
fers, and they allow us to trace the evolution in understanding and re¬ 
sponse on the part of the regime. 

Chapter 1 introduces the problem of consumer provisioning under 
conditions of extreme scarcity and strict rationing in the Soviet zone of 
occupation and discusses the initial efforts on the part of authorities, 
Soviet and German, to grapple with the competing requirements of 
production and consumption. Chapter 2 highlights the emergence of 
the new contest of prosperity between East and West as occasioned by 
the June 1948 currency reform in the Western zones of occupation, 
which resulted in the overnight transformation of previously empty 
and forlorn shopwindows into tantalizing tableaux suddenly filled with 
all the consumer goods people had been forced to do without for so 
long. The chapter then follows this new contest as it resulted in the en¬ 
suing Berlin Blockade and in the introduction of the HO (Handelsor- 
ganisation), a state-owned organization of retail stores that afforded 
Germans living under Soviet occupation the first legal opportunity to 
shop ration-free since the early war years. Chapter 3 outlines the over¬ 
all process of consumption planning in East Germany, traces the 
emergence of the consumer supply lobby, and looks closely at the 
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mounting provisioning crisis leading to the uprising of June 17, 1953. 
Chapter 4 discusses the subsequendy pursued New Course and makes 
the argument that it was both more embattled and more enduring 
than scholars have previously suggested. Chapter 5 examines the 
GDR’s system of market research, officially dubbed “demand research” 
(Bedarfsforschung), and places it squarely within the context of the fate¬ 
ful struggle between trade and industry over control of consumer sup¬ 
ply. Last, Chapter 6 discusses the ill-fated Main Economic Task and 
probes its meaning within the larger collection of simultaneously con- 
sumerist and productivist policies leading to the final crescendo that 
ended with the building of the Berlin Wall. 

Before proceeding, however, it is necessary to set the stage for Chap¬ 
ter 1, which beginning in 1947, places the reader in a highly fluid mo¬ 
ment, one in which several momentous changes had already been 
introduced in the Soviet zone of occupation but in which the future 
still remained profoundly uncertain as the Cold War lingered in its 
murky beginnings. Although by 1947 Soviet authorities had already 
embarked on policies of fundamental social and political transforma¬ 
tion, they were not yet committed to an imposition of Soviet-style com¬ 
munism in their zone. In September 1945, under the slogan Junkerland 
in Bauernhand! they broke up the large landholdings of Prussian aris¬ 
tocrats, thereby crushing the position and power base of a class uni¬ 
versally recognized as a traditional bulwark of authoritarianism and 
militarism in Germany. In July 1946, on the basis of a referendum in 
Saxony, the factories of “war criminals and Nazi criminals” were expro¬ 
priated, a formula soon extended to the other provinces of the zone. 
As a result, by the beginning of 1947 the lion’s share of industry in 
Eastern Germany was under the control of administrative authorities, 
either Soviet or German. 

In the political sphere, the Soviets orchestrated the building of an 
“antifascist bloc of democratic parties,” a constellation consisting of 
two new “bourgeois” parties, the Christian Democrats (CDU) and the 
Liberal Democrats (LDP), as well as the two main parties of the 
Weimar Left, the Social Democrats (SPD) and the Communists (KPD). 
Outwardly democratic, the bloc in fact served as a means for the KPD 
to establish its own political preeminence under the banner of “anti¬ 
fascism.” Only the Social Democrats presented a potential challenge 
to Communist dominance. But with the forced merger of the SPD and 
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the KPD into the SED in April 1946, that threat disappeared. Serving 
as cochairmen of the newly formed SED were Wilhelm Pieck (formerly 
KPD) and Otto Grotewohl (formerly SPD). But the person who quickly 
assumed real leadership of the party was Walter Ulbricht, a figure de¬ 
cidedly lacking in charisma and personal warmth but gifted in the arts 
of conspiracy and behind-the-scenes party politicking. Originally 
trained as a furniture maker, Ulbricht possessed an extraordinary ca¬ 
pacity for hard work and soon became a master at matters of party or¬ 
ganization. He had been a member of the KPD Politburo since 1929, 
and with several other leading Communists he had spent the war years 
in Moscow exile. It was the “Ulbricht Group” that entered Berlin with 
Soviet troops while the fighting was still going on, and it was Ulbricht 
himself who, following Soviet instructions, directed the creation of a 
new German administration in the Soviet zone. 

The picture of SED preeminence was finally rounded out by the 
newly created, Soviet-style “mass organizations,” which integrated im¬ 
portant social groups and served as a means of communicating and 
facilitating compliance with party initiatives (“transmission belts” be¬ 
tween the party and the masses). These included a new official trade 
union (the Free German Federation of Unions or FDGB), an official 
youth group (the Free German Youth or FDJ), a new women’s group 
(the Democratic Women’s Federation of Germany or DFD), and a new 
cultural association (the Teague of Culture or Kulturbund ). Thus, by 
1947 the process of Sovietization had taken great strides but was still far 
from complete. Nor was it at all certain that the process would con¬ 
tinue, as Soviet and German officials began to grapple with the formi¬ 
dable task of building a future for the Germans living under their 
authority. 



CHAPTER 1 


Production and Consumption: 
Establishing Priorities 


But the point of departure must be to make do with what we have. 
Bruno Leuschner, July 1947 

The best provisioning to the best worker. 

Die Versorgung, November 1947 


In the years immediately following the Second World War, Germany 
was a site of destruction, chaos, and misery. Its major cities were in ru¬ 
ins; its transport network was severely damaged; its economy had col¬ 
lapsed. Its inhabitants, uprooted and traumatized, presented a vision 
of the despairing and the demoralized: “rubble women” and refugees, 
returning soldiers and “displaced persons,” the abject defeated and 
their foreign occupiers. Having controlled nearly the entire European 
continent at the apogee of its wartime power, Germany now found it¬ 
self at the mercy of its wartime enemies. 1 

For most Germans everyday life was now defined by the struggle to 
survive in the face of chronic hunger, inadequate housing, a lack of 
heating fuel and other basic commodities. To capture the desperate, 
febrile quality of life in these years, historians have employed labels like 
the “survival society,” the “society in collapse,” the “rations society,” the 
“society of provisioned classes.” 2 With daily rations falling far below the 
two thousand calories calculated by the League of Nations as the mini¬ 
mum requirement for a working adult, people had no choice but to 
steal, engage in furtive black market exchange, make repeated forag¬ 
ing trips to the countryside in overly packed trains, and scrounge for 
heating fuel amid the twigs and tree branches of city parks. 

Further heightening the sense of insecurity and confusion were the 
many administratively launched upheavals. Throughout occupied Ger¬ 
many authorities made efforts to denazify and reeducate, to dismantle 
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industrial plant and extract reparations, to reform patterns of land- 
holding and reorganize business structures, to reestablish old political 
parties and create new ones. And if we widen the lens further, we bring 
into view the breakdown of the wartime alliance and the emergence of 
the Cold War, the fault lines of which, running through German terri¬ 
tory, introduced cause for even more profound uncertainty about the 
future. 

In histories of the occupation period the year 1947 is commonly 
viewed as the year of transition. Through a rapid succession of events it 
signaled an alarming increase in tension between the Allies, a shift on 
the part of occupiers from policies of punishment to those of recon¬ 
struction, and concomitandy a decisive shove forward along the path 
toward the division of Germany. The first half of the year alone wit¬ 
nessed the economic fusion of the American and British zones into the 
Bizone (January), the proclamation of the Truman Doctrine (March), 
the failure of the Moscow Foreign Ministers Conference (March-April), 
and the famous Harvard speech of U.S. Secretary of State George Mar¬ 
shall, announcing the plan that became most widely associated with his 
name (June). 

On the eve of Marshall’s speech, the Soviet Military Administration 
in Germany (SMAD) made its own contribution to the widening rift by 
creating the German Economic Commission (Deutsche Wirtschaftskom- 
mission or DWK). The DWK was to be the first centralized Soviet-zone 
administration run by Germans and, as such, the first forum for devel¬ 
oping the principles and policies of economic planning. No task faced 
by the apprentice planners of the DWK was more formidable than that 
of provisioning consumer goods under the difficult living conditions 
of the immediate postwar years. Nor was their task eased by the vision 
for reconstruction pursued by Soviet-zone authorities. Under close So¬ 
viet supervision, DWK planners drew a road map marked primarily by 
metallurgy, machine building, coal mining, and electrical engineering. 
The path to a better future, as they conceived it, lay exclusively in the 
primacy of heavy industry. This emphasis on capital goods, however, 
necessarily came at the expense of consumption goods. And yet the 
consumption needs of Germans could not be entirely ignored. At the 
most basic level, workers had to be fed, clothed, and housed if they 
were to be productive. As the political confrontation between East and 
West intensified, Soviet-zone authorities had to take steps to garner the 
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support of the inhabitants in their zone. This chapter shows how those 
authorities began to try to accommodate the requirements of con¬ 
sumption within the larger imperative of production. 

One thing DWK planners had working in their favor was the fact that 
the experience of hunger and food shortages was hardly novel. For 
nearly thirty years the lives of Germans had been punctuated by food 
crises; for many, these decades had consisted of recurrent bouts of aus¬ 
terity. 3 Most adults in 1945 had personally lived through, or grown up 
hearing about, the terrible “turnip winter” of 1916-17. They remem¬ 
bered how slowly the food supply improved after the First World War, 
only to be again thrown into chaos by the Great Inflation of 1923. 
While the stabilization of the second half of the 1920s brought relief, 
even prosperity, to some, low-income earners continued to struggle to 
feed themselves and their families. Even during the “golden years” of 
the Weimar Republic, millions remained unemployed—2 million in 
1926, that is, 10 percent of the working-age population and 18 percent 
of trade unionists. 4 

The onset of the Great Depression necessarily broadened and deep¬ 
ened their plight. In 1930 the number of unemployed reached 4.5 mil¬ 
lion; by January 1933, when Hitler became chancellor, it had grown to 
over 8 million. 5 Although the Nazi regime managed to put people back 
to work in the mid-to-late 1930s, there continued to be persistent com¬ 
plaints about shortages and rising prices for all kinds of basic com¬ 
modities, as not only the reports of the German Social Democratic 
Party in Exile (SOPADE) but also those of the Gestapo clearly show. 6 
For consumers the Nazi years were characterized by a combination of 
seductive promise and material frustration or, as one historian has re¬ 
cently put it, “enticement and deprivation.” 7 The regime’s propaganda 
tantalized with images of mass access to new kinds of consumer expe¬ 
rience, most notably its “strength through joy” vacations, radios, vac¬ 
uum cleaners, refrigerators, cars, and early television sets. But with the 
exception of the cheap, standardized “people’s radio,” which appeared 
to serve the propaganda needs of the regime, these promises were 
never, or only slightly, fulfilled during the Third Reich. With its econ¬ 
omy geared toward preparing for war, its foreign currency reserves in 
desperately short supply, and its hope, never realized, of achieving a 
state of economic self-sufficiency, the regime did what it could to 
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suppress private consumption. To soak up excess purchasing power, it 
increased taxes and allowed prices to rise faster than wages. In the 
hopes of “guiding” consumption, it appealed to consumers to “buy 
German” and to accept ersatz products in place of foreign or scarce 
commodities. It launched propaganda campaigns to encourage saving 
and to fight against all forms of waste. 8 Consumers were less responsive 
to these propaganda efforts than Nazi authorities had hoped they 
would be. Still, they faced shortages in textiles and foodstuffs. As early 
as 1937, butter, margarine, and other fats had to be rationed. 

With the introduction of extensive rationing in August 1939, on the 
eve of the German invasion of Poland, there was much grumbling from 
the population. But the rationing system had been so painstakingly 
well prepared by Nazi authorities that people more or less grew accus¬ 
tomed to it. The Nazi leadership had been determined to avoid what it 
regarded as one of the great mistakes of the previous war—that is, 
allowing the food supply to deteriorate to the point that it weakened 
morale on the home front. Although there were complaints about the 
uniformity of rationed supplies, the regime managed in the first years 
of the war to feed its population sufficiently well, assuring “normal con¬ 
sumers” about twenty-three hundred calories daily. But as the tide of 
the war turned in 1943, and it was no longer possible to supply Ger¬ 
mans with the goods plundered from the territories conquered by the 
Wehrmacht, the orderly system of provisioning gave way increasingly to 
improvisation and shortages. 9 By spring 1945 authorities had to extend 
the validity of ration cards already distributed in February and March, 
since it was impossible to allocate any new rations for the first week of 
April. 10 The ration cards themselves, meanwhile, had long since be¬ 
come worthless, as black markets flourished. In the end, as the military 
effort inexorably disintegrated, collapse on the home front could not 
be avoided. 

Still, the Nazi system of rationing had functioned well for much of 
the war and, with its reputation largely intact, was continued in the 
Western occupation zones. 11 In the Soviet zone, however, the alloca¬ 
tion of rations followed a combination of Soviet and Nazi wartime prac¬ 
tices. Here the population was divided into three main groups: normal 
consumers (Normalverbraucher), partial self-providers (Teilselbstversorger), 
and self-providers (Selbstversorger). The normal consumers, who com¬ 
prised the overwhelming majority of the zone’s population, were then 
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broken down into six smaller groups, each receiving a different ration 
card based on occupation and age. In order of decreasing rations, 
cards were distributed to workers performing the heaviest manual la¬ 
bor (Card I), those performing heavy manual labor (Card II), workers 
(Card III), employees (Card IV), children (Card V), and the rest of the 
population (CardVI). 12 

In the Western zones, too, there was a connection between heavy 
manual labor and better rations. 13 Workers performing heavy manual 
labor in Munich, for example, were “honored” in 1947 with 1,090 ex¬ 
tra calories per day, which represented 83 percent of normal consumer 
rations. Similarly, miners in the Ruhr were rewarded according to a 
points system. 14 But in the Soviet zone, Cards I and II were also given 
out to engineers and technicians, political leaders and administration 
officials, intellectuals and artists, and even some professionals. The in¬ 
clusion of these groups in the highest ration categories, justified by 
“the great economic and social significance of their work,” reflected 
distinctly Soviet practices in the allocation of scarce commodities, one 
aim of which was to win over and build up a reliable leadership cadre. 15 
In direct contrast, the members of these groups in the Western zones 
were among those at the bottom of the rationing hierarchy. Moreover, 
in the Soviet zone heavy manual labor did not in itself guarantee re¬ 
ceiving Card I or II. One had to work in either mining or heavy indus¬ 
try. This requirement, too, reflected a particularly Soviet emphasis 
that, as we shall see, was soon extended on a far greater scale than was 
ever done in the West. 

In addition to the categories of occupation and age, the size (and 
thus political importance) of one’s place of residence also played a role 
in the early stratification of provisioning. The population was divided 
into a four-tiered residential hierarchy in which the Soviet sector of 
Berlin came first, followed by the two largest cities in Saxony, Dresden 
and Leipzig. These, in turn, were followed by the other sixteen large 
cities of the zone, which were finally followed by the smaller towns, ru¬ 
ral communities, and villages. The differences between these cate¬ 
gories, it should be added, were significant. For example, in January 
1947 official daily rations ranged from nearly twenty-five hundred calo¬ 
ries for a worker performing heavy manual labor in East Berlin to just 
over one thousand calories for a holder of Card V in one of the smaller 
locations of the zone. 16 Very often, however, even these desperately 
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inadequate rations could not be fulfilled, and the actual amounts given 
out fell well below the official levels. 

It was with the help of trusted house and block representatives that 
zonal administrators distributed ration cards to the population. Upon 
presenting their work certificates to these representatives, individuals 
would receive their corresponding cards. 17 The cards for most con¬ 
sumer goods retained their validity for a period of ten days, partly be¬ 
cause officials wanted to limit attempts at speculation and partly 
because most food items would not keep for longer periods. 18 Not only 
were consumers required to shop within the circumscribed time pe¬ 
riod, but they also had to shop at designated stores in their immediate 
neighborhoods, where they were registered. Individual stores received 
their deliveries only after preregistering their customers’ cards. (In 
East Berlin this system of binding consumers to particular stores lasted 
until 1951.) The shopping experience in these first postwar years was 
limited primarily to small, private shops. Department stores and spe¬ 
cialized stores had not yet reopened, and not until the end of 1948 did 
authorities begin to create a state-owned retail chain. The only alter¬ 
natives to traditional, small-scale private shopkeepers were the con¬ 
sumer cooperatives. Though once widespread and popular among the 
urban working classes, they had been “liquidated” by the Nazis and 
were only beginning to reestablish themselves in the postwar retail 
landscape. 

Ration card coupons could also be used in exchange for additional 
meals at the workplace for adults and at school for children. Unfortu¬ 
nately, the quality of these meals was a source of constant complaint. 
Parents often preferred to feed their children at home rather than give 
up coupons for the watery soups prepared at schools. (Not until the 
end of 1949 would schoolchildren in East Berlin be assured of receiv¬ 
ing at least one white roll [Schrippe\ with their school meals.) Similarly, 
many adults refused to exchange ration coupons for workplace meals 
of equally poor quality and low nutritional value. 19 

Of greater use were the special workplace allocations of foodstuffs 
and other consumer goods, which could be used not only for personal 
consumption but also for exchange on the black market. These alloca¬ 
tions, however, were sporadic and offered only temporary help. The 
black market itself was of limited value for most people, because of its 
prohibitively high prices. Generally, goods on the black market were 
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more than one hundred times more expensive than rationed goods, 
the prices of which were officially frozen at 1944 levels. On the black 
market, in early 1947, a Berlin family with a middle-level monthly in¬ 
come of 200-300 Reichsmark (RM) would have had to spend about RM 
40-60 for one pound of wheat flour, RM 35-45 for one loaf of rye 
bread, RM 250-350 for one pound of butter, RM 15-20 for one egg. 20 

Of course, most people could and did avail themselves of still other 
opportunities to supplement their meager official rations. They went 
foraging in the countryside, equipped with backpacks and potato 
sacks; they cultivated vegetables in small private gardens (in East 
Berlin, 26.5 percent of all households had a garden); they kept small 
farm animals on the balconies and in the courtyards of apartment 
buildings. 21 But these were efforts born of hunger, desperation, and 
uncertainty. Although they afforded intermittent alleviation of some of 
the harshest effects of living conditions in the Soviet zone, they could 
never be more than stopgap strategies in a prolonged, improvised 
struggle to survive. Deprivation, demoralization, and despair contin¬ 
ued to shape the life of the Soviet zone. 

For DWK planners intent on boosting industrial productivity, these ma¬ 
terial obstacles had to be addressed. Yet the problem of productivity 
comprised more than the material deprivations of individual Germans 
living under Soviet occupation. Here it is necessary to say something 
about the effects of Soviet demands for reparations on industrial pro¬ 
ductivity in the zone. 

As the Soviet Union and the Western Allies failed to reach an agree¬ 
ment on the contribution of the Western zones to Soviet reparations 
claims, the Soviets saw no alternative but to satisfy their demands pri¬ 
marily in their own zone. Recent estimates of the total value of repara¬ 
tions extracted from the zone by the early 1950s range from $10 billion 
to $14 billion (1938 prices). If the latter amount is taken as accurate, 
the ratio of reparations ultimately paid by the Western and Eastern 
zones respectively is about 1 in 10. In the end, the Soviet Union took from 
the Soviet zone everything, if not more than, it had originally de¬ 
manded from the whole of Germany. 22 The process of extraction pro¬ 
ceeded in phases. The summer of 1945 was characterized by looting 
and plunder, as combat troops and “trophy battalions” swept through 
eastern Germany, taking everything, from food, watches, and furniture 
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to military machinery, communications equipment, coal, iron, and 
steel. Thereafter, whole factories were dismantled and transferred to 
the Soviet Union. Finally, by mid-1946 the Soviets shifted to extracting 
reparations in kind, primarily through Soviet Stock Companies ( So - 
ivjetische Aktiengesellschaften or SAGs). The SAGs were German enterprises 
that had been transferred to Soviet ownership but that remained in the 
zone, producing goods to be sent back to the Soviet Union. By the end 
of 1946, the Soviets owned nearly 30 percent of all industrial produc¬ 
tion in the zone, including virtually all synthetic fuel, mineral oil, and 
industrial chemical production. 23 

The consequences of these measures on industrial production were 
catastrophic. By 1947 the Soviets had dismantled and removed nearly 80 
percent of machine-tool productive capacity and 60 percent oflight and 
specialized industrial productive capacity. As a result, spare parts were al¬ 
most impossible to find, and new machines could not be ordered. Com¬ 
plicating matters further, the zonal divisions of the occupation disrupted 
the usual patterns by which raw materials and manufactured parts were 
delivered from west to east. Although the Soviets (and the Poles) took up 
some of the slack, supply problems persisted. Most typically, coal short¬ 
ages simply brought production to a halt, even in large, state-run facto¬ 
ries. The shortages, in turn, forced individual provinces to pursue 
protectionist economic strategies of their own, resulting in “trade wars.” 
The chronic shortage of skilled labor, combined with disastrously high 
rates of absenteeism, added yet a further factor limiting productivity; in 
such key heavy industries as coal, metallurgy, and machine building, 
rates of absenteeism were over 20 percent. 24 Meanwhile, the SAGs not 
only represented a significant loss of productive capacity but also caused 
crippling dislocations throughout the rest of the economy—particularly 
in the production of spare parts, fuel, chemicals, and consumer goods— 
as a result of enjoying priority in the allocation of raw materials and labor. 

Reparations and removals, the problem of productivity, the wide¬ 
spread sense of frustration and hopelessness all furthered the desire of 
SED leaders to develop some kind of centralized economic planning 
body. A plan, it was hoped, would help limit irregular Soviet removals 
and thus bring a more orderly character to the regrettable but un¬ 
avoidable burden of reparations. SED leaders also believed that plan¬ 
ning was indispensable for speeding up the process of reconstruction 
and giving workers the hope necessary to lift morale. In this regard, 
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they were not alone. In fact, the belief in the desirability of some form 
of economic planning was shared across the political spectrum in all 
of the occupation zones. 25 For Communist leaders, however, the sig¬ 
nificance of planning far transcended considerations of short- and 
medium-term expediency. As both a mechanism of power and an in¬ 
strument of idealism, planning was socialism. It would simultaneously 
bring the SED greater control over the economic life of the zone, and 
it would point the way to a new beginning, to transcending the anarchy 
and exploitation of the market, offering a chance to realize the greater 
efficiency and social justice held out by the promise of socialism. In the 
words of Bruno Leuschner, the future leader of the DWK planning de¬ 
partment, economic planning was to signify “an economic invigoration 
and a moral impulse.” 26 

Although Leuschner and others had been calling for more extensive 
economic planning for several months, the initiative for the creation of 
the DWK came from the Soviets. 27 Two factors, in particular, pushed the 
Soviets in this direction: their own inability to ensure the implementa¬ 
tion of SMAD orders in the provinces; and the economic crisis resulting 
from (or vastly exacerbated by) the terrible winter of 1946-47. In Janu¬ 
ary Major General Konstantin Koval, chief economics officer for SMAD, 
invited the presidents of the German central administrations (all but 
one SED members) 28 to work out proposals for increasing the power of 
their own administrations over that of their counterparts in the 
provinces. Secret negotiations continued through the spring, while the 
Soviets waited for an opportune moment to make a public announce¬ 
ment. On May 29, 1947, officials from the U.S. and British zones 
provided an opportunity when they announced the creation of the 
Frankfurt Economic Council for the Bizone. A few days later, on June 4, 
the SMAD responded by issuing Order no. 138, which authorized the 
formation of the DWK. Meeting for the first time the following week, 
the commission was made up of the presidents of five administrations 
(Industry, Transportation, Fuel and Energy, Agriculture, and Trade and 
Provisioning), plus the chief of the FDGB and the chairman of the As¬ 
sociation for Farmers’ Mutual Help (VdgB). 29 Bruno Leuschner served 
temporarily as head of the commission but later became leader of the 
planning section, and Heinrich Rau became DWK chairman. 

Both Rau and Leuschner had spent the war years in prison and con¬ 
centration camps. They both came from working-class backgrounds 
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and had been active in the KPD before the war. Their life trajectories 
were on the whole typical of those veteran Communists who woidd 
come to rule East Germany. 30 Rau joined the KPD in 1919 at the age of 
twenty, was a deputy to the Prussian parliament from 1928 to 1933, and 
over the years acquired a certain expertise in questions of agriculture. 
He spent the years 1933-35 in prison in Germany. Thereafter, he went 
into exile, first to Czechoslovakia, then to the Soviet Union. After fight¬ 
ing in the Spanish Civil War, where he was wounded, he was arrested in 
France in 1939 and sent to the internment camp at Le Vernet, in the 
foothills of the Pyrenees. 31 There he remained until being handed over 
in 1942 to the Gestapo. He spent the rest of the war in Mauthausen con¬ 
centration camp, after which he served in the Brandenburg provincial 
administration, first as second vice president, then as economics minister. 

Leuschner, born in 1910, belonged to a somewhat younger generation 
of Communist functionaries. He joined the KPD in 1931 and within two 
years rose, while still in his early twenties, to the level of a district party 
leader in Berlin. He was arrested in 1936 for illegal propaganda activities 
and sent to prison until the last years of the war, when he was transferred, 
first to Sachsenhausen concentration camp and then to Mauthausen. 
Leuschner’s formal education in economics was greater than Rau’s. 
Originally trained in business, he worked in a clothing firm as a salesman 
and as an exporter. Until his arrest, he also took night classes in eco¬ 
nomics, philosophy, and psychology at the Lessing und Humboldt 
Hochschule in Berlin. Simultaneously, he studied Marxist literature at 
the Marxist Workers’ School. After the war, he was immediately made 
leader of the Economic Policy Department of the KPD Central Commit¬ 
tee; after the merger of the KPD and the SPD, he held the same position 
in the Executive Committee of the SED. 32 Within the newly created 
DWK, it was Leuschner who gradually came to run the economy of the 
zone. All significant questions of administration and implementation of 
policy were subject to his supervision. Erich Gniffke, a leading SPD offi¬ 
cial who hadjoined the SED briefly and then fled to West Berlin in 1948, 
described Leuschner as politically unpolished, “somewhat clumsy. He 
was too rigid (Er klebte am Konzept j.” 33 It was Rau, the official DWK chair¬ 
man, who tended to exercise more of a political function, representing 
the DWK in its dealings with the Soviets and with the SED. 

It would be some time, however, before the DWK was able to exert any¬ 
thing like the kind of centralizing influence desired by SMAD and SED 
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leaders, primarily because of the perceived need to demonstrate that the 
DWK in no way constituted a rump eastern German state (at least, not 
yet). Accordingly, the DWK was totally subordinated to the SMAD. Its 
work was placed under the direction of M. I. Perelivchenko, chief of the 
SMAD Economic Planning Department, and its administrations were 
forbidden from publishing their own directives without first obtaining 
approval from their SMAD counterparts. It was not until spring 1948 that 
the Soviets began to increase the DWK’s authority over internal zonal af¬ 
fairs, in part as a response to similar moves in the Bizone and in part as a 
way of solving their own increasing personnel problems. 34 But not until 
the second half of 1948 was the DWK able to introduce, for the first time, 
a central economic plan to replace the self-contained quarterly plans 
hitherto produced by provincial governments. 

Not surprisingly, there was little the DWK could do at first to allevi¬ 
ate the provisioning problems in the zone. Although the issue was 
raised early on, DWK leaders accepted with resignation the limitations 
imposed by the conditions of the occupation. At the DWK’s fourth 
meeting, for example, when the question of food imports was raised, 
Leuschner quickly made clear to those present that food imports de¬ 
pended on what industry could offer in exchange. This was, of course, 
not much. “The point of departure,” he instructed, “must be to make 
do with what we have.” 35 Josef Orlopp, the leader of the Administration 
of Interzonal and Foreign Trade, elaborated: “If we import food then 
we can’t import coal, and if we don’t import coal then industry will 
come to a halt and we will no longer be able to exist.” 36 Orlopp’s com¬ 
ment was telling. It reflected not only the fact of the SMAD’s control 
over the zone’s foreign trade, but also the SED’s own commitment to 
the primacy of heavy industry, that is, to Soviet-style forced growth. 37 

As Communist parties throughout the emerging Soviet bloc consoli¬ 
dated their positions, they elaborated similar programs emphasizing 
heavy industry, viewing it as both the engine of growth as well as a cru¬ 
cial lever for asserting greater control over their developing postwar 
polities. In many of the countries of Eastern Europe and east-central 
Europe, productivism was also motivated by the drive to modernize, as 
it had been in the Soviet Union. For many of these countries, prioritiz¬ 
ing the raw materials and investment goods industries was seen as an 
indispensable step in the march of progress. 38 But this was consider¬ 
ably less true of what would become East Germany. Although the Soviet 
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zone contained a relatively high percentage of agricultural land, com¬ 
bined with little in the way of basic and raw materials industry, it nev¬ 
ertheless already possessed a highly developed industrial base, above 
all in machine building, chemicals, nonmetallic minerals, electrical en¬ 
gineering, motor vehicles, precision mechanics, printing and paper, 
and textiles and clothing. 39 In fact, during the war, production in many 
of these industries had increased more quickly than elsewhere in Ger¬ 
many. Meanwhile, the effects of Allied bombing campaigns on industry 
in eastern Germany had been markedly less severe than in western 
Germany. (Ultimately, dismantling by the Soviets detracted more from 
East German industrial capacity than Allied bombings.) 40 Orlopp’s 
seemingly exaggerated fear, therefore, reflected a clear recognition 
that coal shortages threatened to undermine the SED’s attempt to 
build up a privileged, state-controlled heavy industrial sector as a base 
from which to dominate the economic and social life of the zone. With 
an acute perception of instrumental relations, he saw that produc- 
tivism and power were intimately bound up with each other. 

The coal-food dilemma, meanwhile, was hardly unique to the Soviet 
zone. Authorities in the Western zones, in particular the British zone, 
were in the difficult position of trying to boost coal production in the 
Ruhr in order to trigger a more general economic revival, while being 
unable to feed miners well enough to increase their productivity. 41 Be¬ 
cause their zone was not self-sufficient in food, they were dependent 
on imports, mostly from the United States. The cost of imports, how¬ 
ever, amounted to a huge dollar-drain, far outstripping the income de¬ 
rived from the zone’s coal exports. With the goal of breaking through 
the coal-food cycle, officials in the British zone and London began to 
consider schemes for introducing a moratorium, or a ceiling, on coal 
exports so that British-zone coal could be used within the zone for pro¬ 
ducing more steel, agricultural machinery, and artificial fertilizer. The 
British zone, they hoped, might then be able to increase its own food 
production and thus reduce its dependency on American imports. 

But these schemes met with immediate and stiff opposition from the 
French, who had just adopted the Monnet Plan for the modernization 
of the French economy and now required increased supplies of fuel. 
The French refused to countenance any reduction of coal deliveries 
from the Ruhr. The Americans, caught in the middle and fearful of an 
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economic collapse in France brought on by lack of fuel, came up with 
an alternative solution. In the summer of 1946 Secretary of State James 
Byrnes made the offer of an economic fusion of the British with the 
American zone. The merger was supposed to relieve Britain of some of 
the burden for feeding its zone and assure continued coal deliveries to 
France. In view of their political and economic dependency on the 
United States, the British had no alternative but to agree. At a time of 
world hunger and food shortage, American control over food supplies 
gave the Americans the upper hand. 42 

At first, the merging of the two zones in January 1947 neither im¬ 
proved the food situation nor helped to increase the production of 
coal. The outlook for most Germans remained bleak. Nevertheless, 
there were important differences between the ways in which the West¬ 
ern Allies and the Soviets handled their consumption problems in Ger¬ 
many. In addition to the food and clothing donated by an array of 
private organizations in the United States, Switzerland, and Sweden, 
the Western zones received from the Western Allies deliveries of food, 
fertilizer, and other desperately needed supplies within the framework 
of the GARIOA (Government Aid and Relief in Occupied Areas) pro¬ 
gram. The Allies themselves financed German food imports, since the 
Germans were not yet able to export enough manufactured goods to 
pay for the imports themselves. Even as administrative collections of 
food produced in Germany declined after mid-1947 because of in¬ 
creased hoarding, the Allies were willing to make up the difference by 
increasing the amounts imported. 43 And in the second half of 1947 
CARE packages began to arrive, providing further assistance. In con¬ 
trast, leading officials within the SMAD and in Moscow continued to 
rule out supplying Germans in their zone with more food. Stalin him¬ 
self insisted that even after reducing Soviet troops in Germany, any ex¬ 
tra food they would have consumed should be sent to the Soviet Union 
rather than be left for the Germans. 44 

In their private and public statements, too, leading Western officials 
showed greater understanding for the need to improve the food sup¬ 
ply. The heyday of Morgenthau-Plan notions of retribution had long 
since passed. If in July 1947 Orlopp insisted on the uncontested prior¬ 
ity of coal over food, U.S. Military Governor Lucius Clay had come to 
the opposite conclusion a full year earlier: “Without food we cannot 
produce coal: without coal we cannot produce the fertilizer necessary 
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to improve future food supply. Only food can prime the pump.” 45 In a 
famous speech in Stnttgart in September 1946, Secretary of State 
Byrnes offered public support for Clay by pledging material American 
aid to Germany. Meanwhile, the political significance of the food ques¬ 
tion was abundantly obvious to German politicians in the Western 
zones. As Kurt Schumacher put it, “the question of bread and grain 
and potatoes is a question of the greatest political significance in Ger¬ 
many.” 46 For Schumacher, no less than the fate of democracy in Ger¬ 
many was at stake. Meeting with American labor leaders during a trip 
to the United States in September 1947, he explained, “Hunger and 
the contraction and crumbling of the economy are the most danger¬ 
ous enemies of freedom in Europe.” The Soviet model, he argued, “is 
not the greatest danger; the actual threat comes from the political and 
economic failures of the powers that, in the eyes of the German 
people, are the representatives of democracy.” 4 ' The announcement of 
the Marshall Plan in June 1947 amounted to an official recognition of 
what authorities in the Western zones had been saying for several 
months. Although it would be nearly a year before Marshall Plan aid 
began to reach Europe, the United States had made a bold, public 
commitment to offer substantial material help for the recovery of West¬ 
ern Europe. For those able to see beyond the formidable daily struggle 
to survive, there was a faint but visible glimmer of hope for real im¬ 
provement in the not-too-distant future. 

In contrast, the Soviet zone’s emphasis on productivism consigned 
its population to an indefinitely prolonged condition of sacrifice and 
want, combined with vague promises of a better future. The nature of 
that future, however, remained as exasperatingly intangible as the path 
by which it was to be achieved. In August 1947 Fred OelBner, a leading 
SED ideologist, made an attempt to suggest the outlines of what the fu¬ 
ture might look like: 

The task of the planned socialist economy is, first, to satisfy not the in¬ 
dividual need, but rather the social need ... It is the capitalist mentality 
that assumes that the most important task of the planned economy 
is the satisfaction of individual needs. That would be a relatively easy 
task. In a fully developed socialist economy these individual needs 
(housing, food, clothes, cultural goods of all kinds) will cause less 
confusion. An ever-greater part of human needs will then directly be- 
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come social needs, and society will set the tasks which enable humanity 
to complete the great leap from the realm of necessity to the realm of 
freedom. 48 

OelBner’s vision of freedom and the sacrifice it required was imbued 
with idealism. But as his rhetoric took flight, it left little place for the 
self, at least insofar as the self gave rise to “confusing” needs. His imag¬ 
ined “planned socialist economy,” distinctly designed to appeal to what 
Keynes called “the ascetic in us,” encircled the idea of socialism in a ra¬ 
diant nimbus of austerity. 

But asceticism was a poor recipe for productivity, particularly in the 
Soviet zone. All hopes for raising productivity necessarily ran up against 
the problem of consumption. Even those capable of the greatest disci¬ 
pline and enthusiasm for work required food and clothing. According 
to a report from the FDGB-Berlin, even workers in the Soviet-zone’s 
best provisioned city lacked what they needed, with serious conse¬ 
quences for their health. “All letters sent to us are cries of distress!” the 
report emphasized. “They show that the workers [Werktdtigen] of Berlin, 
even with good work morale, no longer know how it is possible for 
them to carry on with their work as a result of the unfavorable condi¬ 
tions.” The report produced a long litany of disheartening and grue¬ 
some grievances: the lack of warm outer clothing and sturdy footwear, 
combined with insufficient heat in work rooms, caused widespread 
pneumonia and pleurisy; shortages of work clothing, in particular pro¬ 
tective clothing, left many workers exposed to corrosive chemicals and 
acids, resulting in burns, ulcers, furunculosis, and scabies; the absence of 
good soap and cleaning materials only heightened these afflictions, 
“bringing those affected to despair.” In one particularly egregious case, 
ten workers in Lichtenberg were given the job of exhuming five hun¬ 
dred bodies that had been lying in a bomb crater since 1945. The work¬ 
ers, however, were given no protective clothing or gloves and no special 
cleaning materials of any kind. When their application for an increase 
in rations for the eight-week duration of the job was rejected, they 
finally threatened to strike. “The unhealthy results for the whole pop¬ 
ulation of a work stoppage in the burial business (spreading of epi¬ 
demics) need hardly be mentioned,” the report noted. Of greater 
concern to the FDGB, however, was the prospect of “a great mass exo¬ 
dus from the economically most important industries, which demand 



Production and Consumption 


31 


the most difficult and dangerous work, to simple and easy jobs.” 49 
Indeed, this fear was shared by Soviet as well as German authorities. 
The strategy ultimately adopted for addressing this problem was SMAD 
Order no. 234. 

Order no. 234 has most often been discussed in terms of the problem 
of productivity. And, indeed, it was conceived, first and foremost, as a 
mechanism for boosting productivity in those branches of industry 
that Soviet-zone authorities considered most important for rebuilding 
a viable economy in the zone. In typical Soviet fashion, the branches 
singled out were those of coal and metals, mining, machine building, 
electrical engineering, and transportation. Order no. 234 sought to 
achieve its aim, however, by offering material incentives to workers in 
these branches in the form of differential wages, an extra hot meal in 
the workplace, and a privileged supply of textiles, shoes, and other ba¬ 
sic consumer items. In keeping with the slogan “Mehr produzieren, besser 
planen, gerechter verteilen” (Produce More, Plan Better, Distribute More 
Justly), higher wages and better rations would be the reward for 
greater productivity. Thus Order no. 234 also embodied the first at¬ 
tempt to introduce a more systematic, longer-term policy of supplying 
consumer goods to Germans living under Soviet occupation. It meant 
moving beyond limited, though successful, efforts at averting mass 
starvation, toward a mode of consumer provisioning that would con¬ 
tribute to the task of postwar reconstruction. 

In view of the severe economic dislocations plaguing the zone, it was 
inevitable that questions of consumption be tied to those of produc¬ 
tion. Order no. 234 articulated that relationship in very clear terms: 
consumption, beyond the barest minimum necessary for survival, was 
to serve production. Order no. 234 was a moral injunction, an appeal 
to specific virtues combined with the prospect of a reward for those 
heeding the call. Above all, it demanded discipline, hard work, pa¬ 
tience, a willingness to put the general need ahead of individual need 
and to endure continued sacrifice and profound modesty in personal 
consumption. Simultaneously, it appealed to traditional German val¬ 
ues of industriousness and quality work. The immediate, if modest, re¬ 
ward was to be a foretaste of greater prosperity to come. 

Unfortunately for the inhabitants of the zone, Order no. 234 proved 
to be a spectacular failure. The chief problem with the logic of the 
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order was that Soviet-zone workers saw the fruits of their labor going 
straight to the Soviet Union in the form of reparations. 50 SMAD and 
SED authorities were, after all, calling for continued discipline and sac¬ 
rifice and insisting on meeting Soviet reparations demands. And they 
were doing so months after the announcement of the Marshall Plan. As 
a result, attempts to rally work morale and to increase productivity were 
doomed from the start. Equally important, but hitherto neglected in ac¬ 
counts of Order no. 234, is the fact that the provisioning elements of 
the order also proved disastrous. Looking at the way in which they were 
carried out not only sheds further light on the failure of the order but, 
more interestingly, affords a vantage point on one of the first con¬ 
frontations between an emerging, zone-wide provisioning policy and 
the skepticism, even hostility, with which it was received, both at the 
level of execution and at that of principle. 

Issued on October 9, 1947, by Marshal Sokolovski, SMAD com¬ 
mander in chief, Order no. 234 represented the official adoption of 
Soviet-style “closed distribution.” 51 Developed in the Soviet Union dur¬ 
ing the first Five-Year Plan as a means of protecting workers from the 
worst effects of shortages and of keeping them in the workplace, the 
system of closed distribution provided workers in specific enterprises 
with a privileged access to rationed goods sold in enterprise stores and 
cafeterias. According to the Soviet-approved guidelines of Order no. 
234, the work kitchens of enterprises in the “leading branches of in¬ 
dustry and transport” were to provide an additional warm meal in two 
forms: Form A “for highly qualified workers in the most important oc¬ 
cupations, for workers [performing] heavy manual labor or labor inju¬ 
rious to [their] health, as well as for engineers and technicians”; and 
Form B for “other workers and employees of those firms chosen.” 52 In 
either form, however, the meal would be denied to workers who failed 
to perform their duties, failed to meet their production norms, or oth¬ 
erwise violated the tenets of work discipline. In total, the order called 
for increasing the number of those Germans receiving a workplace 
meal from about 350,000 to 1 million. 53 

The carrying out of the order was left to the recently established ad¬ 
ministrations within the DWK and to the FDGB, both of which pro¬ 
ceeded to evince a brand of organizational overactivity and duplication 
of bureaucratic responsibilities that was already becoming typical of 
the emerging SED regime. As a result, the array of acronyms involved 
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verged on the bewildering. Responsible for coordinating the effort was 
the Department of Economic Questions, the nearest thing within the 
DWK to a central planning body. The Administration for Trade and 
Provisioning (DVHV, later HVHV) was in charge of making sure that 
the appropriate amounts of food, textiles, and other consumer goods 
were factored into the quarterly supply plans at the provincial level. 
This was to be done on the basis of lists of recipient firms drawn up by 
the FDGB or by the provincial ministries of work and social welfare or 
economics ministries. These lists, in turn, were to receive final ap¬ 
proval at SMAD headquarters in Karlshorst, a suburb of East Berlin. 54 
In addition, a special Committee for Overseeing the Measures of Or¬ 
der no. 234 was called into being; it included members from several 
different administrations within the DWK (Trade and Provisioning, 
Work and Social Welfare, Industry), as well as from the FDGB, and it 
produced yet more reports for DWK, SED, and SMAD leaders. Finally, 
watching over all of this activity was the SED itself, active at every level, 
whether monitoring reactions to the order, distributing question¬ 
naires, or passing along guidelines. No less a figure than Walter Ul- 
bricht was direcdy involved in issuing instructions to other members of 
the SED Central Secretariat and in directing the coverage of the order 
in the SED press. 55 

Initially, the Committee for Overseeing the Measures of Order no. 
234 displayed guarded optimism. At the committee’s first meeting, Dr. 
Herta Ludwig, an official in the Administration of Trade and Provi¬ 
sioning, reported that the supply of the workplace meal was assured. 
Nevertheless, there was cause for concern. As a result of late deliveries 
of food supplies, several firms in the province of Mecklenburg and in 
the city of Magdeburg would have to wait several weeks for the intro¬ 
duction of the workplace meal. Equally serious, she suggested, was the 
fact that textiles and shoes had yet to be distributed to workers. 56 The 
causes for concern soon multiplied. Nearly one month later, Walter U1- 
bricht received a particularly sobering report from the DVHV, furnish¬ 
ing information from an array of enterprises throughout the zone, for 
the vast majority of which there had still been no delivery of textiles 
and shoes. Moreover, those firms which did receive these goods re¬ 
ceived them in hopelessly inadequate quantities. The steelworks in 
Henningsdorf, for example, which did comparatively well, received 
two hundred pairs of socks, two hundred work suits, and five hundred 
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pairs of wooden shoes; but this could hardly suffice for the four¬ 
teen hundred workers employed by the firm. Most firms, meanwhile, 
were far less fortunate. For instance, the AEG Henningsdorf, which 
employed twenty-eight hundred workers, received only six women’s 
blouses, seventy dresses, three blankets, five men’s suits, and equally 
small amounts of other goods. It was not uncommon for firms with as 
many as one hundred workers to receive no more than two pairs of 
leather shoes. Although there was more success in supplying meals in 
the workplace, there were shortcomings here, too. Weeks would go by 
without deliveries of potatoes; despite repeated petitions, there would 
be no milk. Often there would be no vegetables, or most of a given de¬ 
livery would turn out to be garbage. Many firms had eating rooms, but 
no tables or chairs. Many had no work kitchens at all, and the introduc¬ 
tion of the workplace meal had to wait until the kitchens were built. 57 

The amounts of manufactured goods distributed did eventually in¬ 
crease, but with the increase there emerged a new problem, that of as¬ 
sortment. More often than not, the goods delivered to factories failed 
to satisfy the needs of workers. Instead of work clothes and work shoes, 
workers would receive clothing and shoes for women and children. In 
a report to the SMAD Administration for Trade and Provisioning, 
Georg Handke, the leader of the DVHV, complained that although 
the provisioning of workers according to Order no. 234 “could be de¬ 
scribed as quantitatively satisfactory, the delivered assortments and qual¬ 
ities did not meet the requirements of a demand-appropriate [ bedarfsgerecht ] 
supply of workers.” 58 As a result, the percentage of useless goods deliv¬ 
ered to workers in factories was often extremely high. According to a 
report from one province, for example, several firms complained that 
up to 90 percent of the shoes distributed could not be used. 59 Estimat¬ 
ing for the zone as a whole, the SED Department of Economic Policy 
reported to Ulbricht that more than 70 percent of the consumer goods 
distributed thus far were unusable. 60 

Criticism of Order no. 234 was not limited to shortcomings in its exe¬ 
cution. While poor-quality goods and deliveries of the wrong sizes and as¬ 
sortments offered “points of attack to enemies of the new democracy,” 61 
the order’s key principles also met with objections from the workers it 
was supposed to benefit and with confusion from those charged with 
carrying it out. An article published in the Tribune, the main organ of the 
FDGB, posed perhaps the most basic question in the most basic of terms: 
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“What is correct? First live and then work, or work in order to live bet¬ 
ter?” The chief editor passed along some of the “negative” answers to U1- 
bricht, suggesting that they were nevertheless not without merit insofar 
as they pointed out deficiencies in the distribution of food, coal, and 
other basic goods and raised the question of special bonuses, “which 
contributed significantly to the lowering of work morale.” 62 These letters 
serve as early examples of what became a common form of appeal in East 
Germany: letters to the editor that were never published but instead 
passed on to political higher-ups. The letter to the editor, in other words, 
became a letter of petition. 63 One of the letter writers, a former police of¬ 
ficer now working as a helper in an assembly plant, insisted that an “in¬ 
crease in the will to work can only be encouraged if the worker is given 
enough food ... What use is it to have written constandy: destruction of 
bank monopolies, appropriation of the factories of war criminals, trans¬ 
fer of mines and so on.” As letter writers often did, he then pointed to 
the authority of personal experience: 

The writer of the article appears to know little about hunger, because 
hunger hurts and dry bread offers no strength. From October 2 to 
October 9, I have gone to work every day with dry bread and my work 
isn’t easy, and you’ll have to admit that transporting oxygen bottles and 
heavy pieces of iron, often up three or four flights of stairs, is no small 
thing. Earlier one man could carry such things; today two or three men 
are needed to carry such burdens. Take one look around at the emaci¬ 
ated figures of workers as they stagger around in their work clothes. As 
the workers’ new saying goes: “Gebt uns etwas auf dem Magen, dann 
konnen wir schwere Arbeit leisten und auch vertragen.” 64 

Other letter writers took exception less to the principle of delayed grat¬ 
ification than to the privileging of certain groups over others. “We de¬ 
mand a unified working class [ Arbeiterschaft ],” proclaimed one letter, 
“and that means that we don’t create two classes on the basis of provi¬ 
sioning: one better and one worse supplied. What little there is [must] 
be distributed equally and justly if we are to contribute to the lifting of 
work morale.” 65 Very often workers simply refused to divide the work¬ 
place meal into Forms A and B. As authorities in the zone repeatedly 
complained, they persisted in “eating from one pot.” 

Three months later, the members of the Committee for Overseeing 
the Measures of Order no. 234 continued to show a basic confusion 
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about these very questions. “Vagueness governs even the principles ac¬ 
cording to which distribution is carried out,” complained one commit¬ 
tee member. “Should the individual performance \Einzelleistung] be 
decisive or is neediness [ Bediirftigkeit ] also to be taken into account?” If 
individual performance was to be decisive, those who had an honest 
desire to increase their productivity but who were burdened with unfa¬ 
vorable circumstances (such as difficult living arrangements or lack of 
possessions) were being penalized. Members of the committee made 
reference to several cases in which large numbers of workers remained 
unemployed simply because they lacked suitable work clothing. The 
committee chairman, Erwin Lampka, also a member of the DWK Sec¬ 
retariat, agreed that need would have to be taken into account in a new 
ruling on distribution to be drafted by the Administration for Trade 
and Provisioning. However, it is not clear that such a draft was ever pro¬ 
duced. If so, it was never adopted in practice. 66 

If the question of performance versus neediness (Leistung v. Bediirf- 
tigkeit) caused confusion, so too did the category of Leistung itself. In a 
report to the SED Central Secretariat, the DWK Department of Eco¬ 
nomic Questions pointed out that two different principles were 
currently at work in the distribution of consumer goods: first, the col¬ 
lective performance of the whole firm or of individual departments; 
second, the performance of the individual. “Taking into account 
merely the performance of the individual worker can lead to one-sided 
privileging,” the report warned. Here, the question of Bediirftigkeit served 
to redefine that of Leistung: “If favorable conditions are not present, 
but the honest desire to increase productivity is, then these workers are 
disadvantaged from the beginning. One must, therefore, take as a ba¬ 
sis the collective performance as well as the individual achievement.” 67 

Causing yet further uncertainty about who exactly should be receiv¬ 
ing consumption privileges was the fact that, at different points, Order 
no. 234 made reference to “leading enterprises,” “leading occupa¬ 
tions,” and even to “leading building sites” without, however, defining 
more clearly what was meant by these terms. And because the German 
administrations, in practice, were unable to produce the required lists 
of firms in time, the Soviets ended up compiling their own lists and im¬ 
posing them on the Germans. 68 Six months after the introduction of 
the order, German functionaries were still complaining about the lists 
drawn up by the Soviets. As the chairman of the FDGB, Herbert 
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Warnke suggested in a report to the SED Department of Economic Pol¬ 
icy: “These lists are very much in need of improvement, and it would be 
especially desirable if the FDGB in the individual provinces and com¬ 
munities were given greater influence on the selection of enterprises. 
The FDGB in Saxony informs us that in February, as a result of the in¬ 
exactness of the lists, an almost unbearable situation developed. In to¬ 
tal, a series of enterprises received 16,000 more meals than they had 
employees.” 69 

SED and FDGB leaders seemed able to do little more than lament 
the “ideological backwardness” and “weakened morality” of party 
members, union functionaries, and workers in general. They could, 
and did, insist on the need for “systematic enlightenment work.” How¬ 
ever, they themselves could not escape the questions and uncertainties 
occasioned by a task for which they were not prepared but which they 
had to carry out under patendy impossible circumstances. The deep¬ 
ening division of Germany was about to complicate their task further. 
On June 20, 1948, the Western Allies introduced the deutschmark 
(DM) in the Western zones, and the Soviets responded with the Berlin 
Blockade. 



CHAPTER 2 


The Contest Begins: The Currency 
Reform, the Berlin Blockade, and the 
Introduction of the HO 


There is a great danger in the West. 
Paul Merker, March 1948 


The significance of the June 20, 1948, currency reform in the historical 
consciousness of postwar West Germany can hardly be exaggerated. 
Later remembered as perhaps the event of the immediate postwar 
years, it became synonymous with its most dramatic and enduring im¬ 
age: the shopwindow, hitherto empty, suddenly and magically filled 
with all the foodstuffs and consumer goods people had been forced to 
do without for so long. 1 Those who experienced the currency reform 
remembered it as the point of passage from the myriad sacrifices of 
hunger to the pleasures of a prosperity without precedent, as the start¬ 
ing gun for the great Wirtscliaftswunder. 

Of course, memory distorts, and this one glossed over many of the 
difficulties involved in introducing the new currency. 2 Although the 
shopwindows did fill up literally overnight with goods, it would be 
some time before most people were able to purchase the items on such 
tantalizing display. Because of a continued wage freeze and the re¬ 
moval from circulation of 93.5 percent of the old Reichsmark (RM) vol¬ 
ume, purchasing power remained chronically weak. And although 
basic foodstuffs continued to be rationed and sold at fixed prices, 48 
percent of the population in the U.S. zone complained in July of being 
unable to pay for the goods they needed to subsist. In August that fig¬ 
ure increased to 59 percent. 3 Meanwhile, the selling of certain goods 
(fruit, vegetables, and eggs) at unregulated and extremely high prices 
inflamed consumer rage, occasionally setting off riots. 4 The most seri¬ 
ous problem resulting from the currency reform, however, was the 
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significant rise in unemployment. Because savings had been so drasti¬ 
cally reduced, many firms and public administrations were forced to let 
go hundreds of thousands of employees and workers. 5 Outrage at the 
increase in unemployment and at the widening gap between wages and 
prices led ultimately to a general strike on November 12,1948. And yet 
for all its problems the currency reform did help to open the way 
toward economic prosperity; at the same time, it constituted a crucial 
move toward the creation of a separate West German state, effectively 
bringing to an end the prospect of German economic unity. 

For the Soviets and the East German Communists the challenge was 
serious and twofold: first, it brought one step closer to reality the night¬ 
mare scenario of a West German state fully integrated into an American- 
led Western European bloc; second, the now copiously appointed 
shopwindows of the Western zones opened up a whole new field for po¬ 
litical competition. However high prices may have been, however wide¬ 
spread the sense of Haben-Wollen und Noch-niclit-kaufen Konnen (wanting 
to have and not yet being able to buy), the visual evidence of abun¬ 
dance had a profound symbolic and psychological importance, hold¬ 
ing out the credible promise of an end to years of scarcity and a return 
to “normalcy.” Such tangible proof that the Soviet zone was moving in 
a similar direction was woefully lacking. 

The immediate Soviet response to the currency reform was the 
Berlin Blockade, partly a last-ditch effort to slow down the formation of 
a West German state (with the population of West Berlin serving as 
hostages), partly a means of extending SED control over the political 
and economic life of the Soviet zone. In response to the newly filled 
shopwindows in the West, authorities in the zone tried to pursue pro¬ 
visioning policies fully in keeping with the thinking behind Order no. 
234, only in new form. Productivity in heavy industry would continue 
to enjoy priority in economic planning, but where Order no. 234 had 
failed, a new activist movement would be called into being as a means 
of breathing new life into the idea of the differential wage. And to 
serve as incentive for workers to boost productivity, the work kitchens 
and clothing handouts of Order no. 234 would be superseded by the 
Handelsorganisation (HO), a new state-owned, state-run organization of 
retail stores offering Germans in the Soviet zone the first legal means 
of shopping ration-free since the war years. And yet for all the conti¬ 
nuity linking the activist movement and the HO to Order no. 234, 
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there was a growing recognition among Soviet-zone economic plan¬ 
ners that the currency reform had thrown up a new challenge, one 
which required a fundamentally different response to the question of 
consumption than had hitherto been pursued in the zone. 

The Berlin Blockade is an event no less endowed with the accretions of 
myth than is the currency reform it immediately followed. Through a 
flood of popular accounts, films, memoirs, and scholarly studies, we 
have received an image of the blockade featuring a West Berlin totally 
isolated from the outside world, its citizens entirely dependent on the 
airlift for their very existence. It is a story in which besieged but res¬ 
olute and sacrifice-ready West Berliners, backed np by U.S. ingenuity, 
technology, and unyielding commitment, triumph over Soviet bar¬ 
barism. Not only is West Berlin maintained as an island of freedom be¬ 
hind the iron curtain, but the threat of full-scale war with the Soviet 
Union is happily averted, if only for the time being. 6 

But, as has already occurred with the currency reform, the myth of 
the blockade is now beginning to break down. Recent literature on the 
blockade has presented a more ambiguous picture, one which shows 
that West Berliners were neither completely isolated nor entirely de¬ 
pendent on the airlift for their consumption needs. 7 William Stivers, 
for example, has offered the image of an “incomplete blockade,” in 
which trade relations flourished between East and West Berlin, with 
the DWK-organized Handelsgesellschaft Grofi-Berlin acting as chief inter¬ 
mediary. It is a blockade in which Soviet authorities, covetous of the 
new westmarks, not only tolerated but actively directed gray- and black- 
market trade, setting up special shops in East Berlin that were run by 
Polish, Bulgarian, and Yugoslavian front men. Here, West Berliners 
willing to pay exorbitant prices could shop for food, cigarettes, textiles, 
and luxury goods, even as Soviet cigarettes and Soviet-sector beer were 
being sold in West Berlin. 8 Stivers characterizes the relationship be¬ 
tween West Berlin business and the DWK as one of “real symbiosis,” as 
many firms in West Berlin profited from the blockade due to the par¬ 
allel currency exchange system, which allowed them to be paid in west- 
marks by Soviet-sector authorities and to pay their own expenses in 
eastmarks, 9 while the DWK made use of much-needed business con¬ 
tacts with West Berlin as a means of making np for the damage done to 
the Soviet-zone economy by the West’s counterblockade. Indeed, the 
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Soviet Union itself had a direct interest in continued contact, since 
production for reparations was also hurt by the counterblockade; as 
Stivers suggests, the Soviet joint-stock companies (SAGs) were “notori¬ 
ous for seeking contacts with companies in West Berlin.” 10 

As individual consumers, too, West Berliners had access to goods 
from an array of nonairlift sources. Although it began officially on June 
24, 1948, the blockade, according to Stivers, “leaked from all sides.” 
Initially West Berlin residents were not even cut off from the Western 
zones of Germany. Until July 3 trains and barges continued to make 
their way to West Berlin. Postal shipments (letters and packages) were 
able to reach West Berlin legally by rail. Entrepreneurs in the Western 
zones even set up mail-order businesses, which shipped packages to 
all holders of Western currency. Until the end of August, “countless 
hundreds of trucks” poured into the ostensibly blockaded city. In mid- 
October a report prepared by U.S. military government-intelligence 
analysts carried the title, “Is Berlin Blockaded?” 11 

Although the Soviets did finally cut these supply lines off on Septem¬ 
ber 1, the citizens of West Berlin could still avail themselves of the vari¬ 
ous Soviet-area channels for consumer goods. West Berliners turned 
to the black market and to the option of foraging in the surround¬ 
ing Brandenburg countryside. In exchange for barter or coveted west- 
marks, West Berliners received significant amounts of provisions. The 
people of West Berlin are famous for having overwhelmingly declined 
the Soviet offer allowing them to register for rations in East Berlin; at 
no point during the blockade did more than 5 percent of them do so. 
However, what is usually left out of accounts of the blockade is the fact 
that they hardly needed to. In the ten and a half months of the block¬ 
ade, roughly half a million tons of goods passed from the Soviet zone 
and East Berlin into West Berlin. According to an estimate prepared by 
American intelligence in early November, the daily flow of Soviet-area 
foodstuffs into West Berlin amounted to between six hundred and 
seven hundred tons through mid-October. Thus, at least one third of 
West Berlin’s food supply during the first three and a half months of 
the blockade came from Soviet-occupied areas. 12 

Finally, with the opening of the first HO stores in mid-November, 
West Berliners were able to go shopping ration-free in the Soviet sector 
of the city and in nearby Potsdam, no questions asked, taking consid¬ 
erable advantage of the favorable exchange rate. 13 It is impossible to 
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know the exact extent to which West Berliners used HO shops, because 
of the no-questions-asked policy. But there are clear indications that 
business from West-sector customers was significant. For example, in 
February 1949 rumors about the introduction of a new currency in the 
Soviet zone sent the value of the eastmark in West Berlin into a tailspin, 
causing a run on HO stores. Conversely, after the lifting of the block¬ 
ade in early May, and as cheaper West German goods flooded into West 
Berlin, HO sales and profits suffered a precipitous decline, falling al¬ 
most 50 percent in May and nearly 60 percent in June. 14 

It is, however, worth dwelling for a moment on the official Soviet sup¬ 
ply scheme, which went into effect on July 26, 1948. For the question 
inevitably arises: why did West Berliners prefer the illegal black market 
or the arduous foraging expedition to the Soviet offer of buying rations 
in East Berlin shops? Stivers suggests that the offer was partly an exer¬ 
cise in propaganda (it would have been a logistical nightmare for East 
Berlin food authorities if all of West Berlin had tried to buy rations in 
the Soviet sector); but he also makes clear that it was an effort seriously 
undertaken. The DWK and Soviet sector officials went to great lengths 
in their attempt to make the scheme work, and they did hope to draw 
large numbers of “customers” from West Berlin. 15 Indeed, the efforts 
they made attested to their recognition of the political importance of 
consumer supply. Involved in direct confrontation with the Western 
Allies, the Soviets clearly saw that it was essential to demonstrate that 
Germans living under their authority could expect to have their con¬ 
sumption needs met. Beyond the political symbolism, there was also 
the obvious and compelling economic incentive of luring large num¬ 
bers of West Berliners and their westmarks to East Berlin. The goal was 
not to starve West Berlin into submission, but rather to bring all trade 
into official channels and coffers. 

But if, as Stivers suggests, the supply scheme was “born under an un¬ 
lucky star,” 16 it was the same star that consigned the rest of the Soviet zone 
to ill fortune. Ultimately, Soviet-zone officials were never able to sur¬ 
mount the sorts of problems hampering consumer supply throughout 
the zone: planning mix-ups, bureaucratic inefficiency, and chronic short¬ 
falls in the supply and quality of consumer goods. Despite the efforts 
made, the Soviets could not deliver on their promise, and the idea of 
drawing rations in East Berlin simply did not appeal to West Berliners. 
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The task of carrying out the supply offer was assigned to a special 
snbdepartment created for just this purpose within the Food Office of 
the Berlin Magistrat. The subdepartment, consisting of twelve sections, 
was directed by Paul Letsch and his Soviet contact officer, Major Gn- 
bisch, chief of trade and provisioning for East Berlin. 1 ' One of the ini¬ 
tial factors limiting their ability to draw people from West Berlin was 
the way in which the supply system was organized. Residents of each 
district (Bezirk) in West Berlin were supposed to go to the registration 
office of a specified “sister” district in East Berlin, where they would 
first exchange their Western ration cards for Soviet-sector cards. They 
were then supposed to register with a particular shop in that sister dis¬ 
trict, where they could purchase the food to which their cards entitled 
them. However, the specification of sister districts meant not only that 
West Berliners were unable to shop wherever they pleased in East 
Berlin but also that they faced the prospect of having to travel long 
distances—up to twenty kilometers, in many cases—to reach the ap¬ 
propriate store. In view of the state of public transport after the war, 
traveling long distances was a considerable inconvenience. Not until 
August 19 did Soviet-zone authorities realize their error and issue in¬ 
structions for making shopping in the East a far less daunting endeavor 
for West Berliners. According to new regulations, West Berliners would 
now be allowed to exchange their cards in any registration office in the 
Soviet sector and to shop in any district they desired, regardless of 
where the card exchange had taken place. In addition, they were now 
entitled to the same special one-time handouts of extra food and heat¬ 
ing fuel offered to East Berlin residents. 

Nevertheless, the numbers of West Berliners going east remained 
(for the Soviets) embarrassingly low. 18 In addition to long travel times, 
potential customers from West Berlin faced a whole host of inconven¬ 
iences in the Soviet sector. To begin with, they had to go through the 
process of exchanging their ration cards, an administrative challenge 
that East Berlin authorities never seemed able to master. Complaints 
about long lines and long waiting times were ubiquitous. As late as De¬ 
cember, the food departments of all the district offices had to be re¬ 
minded of the importance of minimizing the waiting times of West 
Berliners by introducing all possible organizational and personnel 
measures to speed np the process. Fritz Ebert, the mayor of East Berlin 
(and son of Friedrich Ebert, the first president of the Weimar Repnb- 
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lie), instructed them: “It will be clear to you how significant it is in the 
present situation that the process of handing out the cards comes off 
smoothly.” 19 Yet two months later, in a report to the head of the Magis¬ 
tral Food Office, the fact that twenty thousand West Berliners were 
forced to wait outside in the freezing February cold for four to five 
hours before receiving their cards was simply mentioned in passing, 
with no further comment on how this might be avoided in the future. 20 

Possession of the new ration card, however, was only the beginning. 
One could hardly rest assured that the goods one wished to purchase 
would even be available. Ebert noted in December, “Among residents 
of the West sectors who have decided to draw their rations in the East 
the complaint is often raised that they must go repeatedly in vain to 
their designated shops before they receive the issued goods. The prob¬ 
able result of this shortcoming is that many people, especially old 
people, hesitate to register in the East sector.” 21 Nor did it help matters 
that shopping in East Berlin very often entailed unpleasant brushes 
with surly salespeople. According to one report from late January 1949, 
poor and unfriendly service in the consumer cooperatives was a source 
of “constant complaint.” “Whether in the weighing of bread, or in¬ 
cluding packaging material in the weighing of bread, or the unfriend¬ 
liness of the sales personnel,” the overall impression was one of “great 
indifference on the part of co-op employees towards customers.” 22 And 
if the co-op salespeople could be unpleasant, so too could the co-ops 
themselves. The requirements of hygiene were not always observed to 
the letter. As an investigation of one co-op in the center of the city (a 
co-op with 90-95 percent West-sector customers) reported, “The var¬ 
ied array of goods on sale works to the disadvantage of the food de¬ 
partment ... [I] t is under no circumstances to be tolerated further 
that foodstuffs of all kinds like bread, butter, fat, cereals, sugar are 
mixed in with vegetables, potatoes and other goods which develop 
dust.” The investigation took particular exception to a separate glass- 
enclosed room where meat, sausages, and other goods were sold: “It 
defies description that in this wet room sacks with sugar and other im¬ 
portant foodstuffs lay on the floor so that their contents become com¬ 
pletely wet and the customers rightly complain.” 23 

For those who endured the long hours spent in transit and in end¬ 
less lines waiting for new ration cards, the frequently fruitless trips to 
stores without goods, the overweening or indifferent salespeople, and 
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the less-than-sparkling retail landscape, what must have been most dis¬ 
appointing was the often poor quality of the goods on offer. Through¬ 
out the blockade complaints flooded into Letsch’s office, which he, in 
turn, passed on to his Soviet contact officer, Gnbisch. For example, in 
August Letsch reported in frustration, “The complaints about bad 
quality processed foodstuffs [Nahrmittel\ will not end.” Samples taken 
from storage warehouses in East Berlin showed that the complaints 
were, in fact, justified. Significant amounts had to be sorted out by con¬ 
sumers and thrown away. Letsch pleaded with Gubisch to do some¬ 
thing so that “such things” were no longer delivered to Berlin. 24 Only a 
few days later, Letsch was again forced to turn to Gubisch, explaining 
that Soviet-sector bread was excessively water-heavy, and during the 
summer months grew moldy far too quickly. More seriously, it dis¬ 
turbed the digestion and thus posed a health risk to those who ate it. 25 

The following month Letsch found himself confronted with an alarm¬ 
ing gap in meat, fish, and egg supplies. Because deliveries from the 
provinces and abroad were either canceled or diminished on short 
notice by the DWK, his snbdepartment was without hundreds of tons 
of expected supplies. The supply of beef, fish, and eggs for the month of 
September could not be assured, and there were no fish supplies avail¬ 
able for October. 26 Meanwhile, the Food Office was simultaneously 
obliged to distribute liverwurst and blood sausage from an East Berlin 
producer whose products were a source of repeated complaint. Ulti¬ 
mately, the population’s unwillingness to purchase the sausage prompted 
the Food Office to carry out its own investigation, which determined that 
the sausage smelled strongly of intestines and was made with substan¬ 
dard innards. Their findings, moreover, were confirmed by the Berlin 
Flealth Office and the Veterinary Office of the district of Treptow. The 
commandant of Treptow even forbade the sale of the products. One 
month later, Letsch’s request to be freed of the obligation to accept and 
distribute the sausage still remained unanswered. 27 

Nor were such instances merely characteristic of the first few months 
of the supply effort. Similar problems continued well into the winter. 
In December, for instance, the Food Office was inundated with com¬ 
plaints from West-sector residents about petroleum sold in the Soviet 
sector as a substitute source of energy for home-lighting purposes. 
(West-sector residents were limited to four hours of stricdy rationed 
electricity per day.) According to a Food Office report, 
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The petroleum is actually industrial petroleum and is totally unsuited 
for use as a means of lighting. It immediately turns the lamp cylinders 
red and expels a noxious steam and gas. Those who happen to be in 
the room become immediately covered in soot, as do the furniture and 
laundry ... In view of the situation it would be better to distribute none 
at all—all the more so since the petroleum distributed in the West sec¬ 
tors is of excellent quality . 28 

Examples of further shortcomings continued throughout the winter: 
in January there was no distribution of vegetables, even as rumors 
abounded that vegetables were to be had in West Berlin in exchange 
for westmarks; that same month complaints continued about the poor 
quality of processed foodstuffs. 29 Under these circumstances, it is not 
difficult to understand the readiness of West Berliners to reject the So¬ 
viet offer: in practice, it failed to entice. 

To be sure, the citizens of West Berlin faced similar problems in their 
own sectors. There were complaints about poor-quality foodstuffs and 
shortages of vegetables and meat. 30 Moreover, they faced hardships 
unique to the blockade. With electricity limited to four hours per day 
and severe cuts in gas service, the task of cooking and heating meals re¬ 
quired some ingenuity; meals often had to be eaten at midnight, while 
pots had to be packed in boxes with feathers and blankets to keep food 
warm. The lack of home heating fuel was also a serious burden. People 
spent their spare time pushing carts into the city’s gardens and parks, 
foraging for wood to burn. The ubiquitous cold not only meant physi¬ 
cal deprivation but posed a real threat to morale. Nevertheless, despite 
the hardships and sacrifices of West Berliners, if the Soviet supply 
scheme was to be successful—success being judged by the numbers of 
West Berliners seeking to take advantage of the Soviet offer—it had to 
provide something better; it had to offer a more tantalizing alternative 
to West-sector offerings. Here, it failed. For all the shortcomings of the 
airlift, West Berliners were receiving higher-calorie rations during the 
blockade than at any time since the war. Nor were Soviet aims helped 
by the noticeable improvements in the consumer provisioning of the 
Western zones of Germany, where the shopwindows now presented vi¬ 
sions of abundance, where the average daily rations increased to eigh¬ 
teen hundred calories in August, and where potatoes ceased to be 
rationed in October 1948. The desire of West Berliners to remain 
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firmly tied to the emerging West German state could only be strength¬ 
ened by the tangible successes of the currency reform and its conse¬ 
quences for improving the supply of consumer goods. 31 

The consumption challenge opened up by the currency reform took 
the Soviet-zone propaganda machine completely by surprise. The 
major newspapers of the zone were filled with stories on the reform, 
but the full shopwindows of the West merited hardly a mention. For 
months the emphasis of the press campaign remained unchanged: the 
currency reform posed a mortal threat to German unity; it represented 
a brutal maneuver to subject the Western zones to the exploitation of 
“dollar-imperialism.” The deutschmark was, in truth, nothing more 
than “the dollar-mark.” 32 

Only after several months did a clear line begin to emerge on the ef¬ 
fects of the currency reform for West German consumers. Latching on 
to some of the real difficulties bound up with the introduction of the 
new currency, SED propagandists pounced on the fact that the goods 
on display remained beyond the grasp of so many West Germans. They 
explained the reform as a “devilish plan” carefully developed by West 
German and American “monopoly capitalists.” For months, even years, 
Germans in the Western zones were starved as reserves were hoarded 
in preparation for the day of the reform. It was of course true, they con¬ 
ceded, that the shops suddenly filled with goods, while in the Soviet 
zone enormous difficulties prevented an adequate supply of even basic 
foods such as potatoes and bread. As the political economist Dr. Alfred 
Lemnitz admitted, “At that moment there opened up between the 
Eastern zone and the Western zone not only a broad political, but also 
a deep economic chasm filled with doubts and disappointments.” 33 But 
the “barrage of the full shops,” at first so deafening, soon began to ease 
up. The “offensive” faltered; the “bombardment” became less con¬ 
stant. “The lines of the enemy,” he wrote, “which for a short time ap¬ 
peared closed, fall apart. Masses of people stand before the full shops 
and are unable to buy anything. The prices rise, the reserves disappear. 
Factories are closed. The credit crisis begins. Unemployment in¬ 
creases.” 34 In the end, the currency reform had thrown the Western 
zone into a state of “economic chaos,” calling forth strikes and mass 
demonstrations. 35 It may have filled the shops with goods, but it also 
amounted to a “mass expropriation.” In an obvious appeal to the trau- 
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matic memory of the currency stabilization of the mid-1920s, the cur¬ 
rency reform was denounced for having taken everything from “the lit¬ 
tle man,” from the “nineteen million small savers” with no more than 
RM 1000 in their savings accounts. 36 

In fact, the role of the past in the pronouncements of SED leaders was 
not limited to exercises in propaganda. The past affected their think¬ 
ing profoundly, contributing particularly to the slowness with which they 
were able to recognize the challenge they faced on the battlefield of 
consumption. The first inkling of such a challenge had already appeared 
more than a year earlier with the emergence in the summer of 1947 of 
the broad outlines of the Marshall Plan. Official reactions had been 
similar to those greeting the currency reform. Somewhat more muted 
in tone, the SED’s basic objection was the same: the Marshall Plan would 
tear Germany and Europe apart; it would constitute a giant sellout of 
West Germany to U.S. monopoly capital. The Marshall Plan was merely 
an extension of the Truman Doctrine, “the doctrine of the dollar.” But 
as Marshall Plan aid actually began to reach West Germany in spring 
1948, SED leaders began to consider the effects it might have on West 
German living standards. 

A particularly revealing discussion took place in May 1948, only 
weeks before the currency reform, within the Economic Policy Com¬ 
mittee of the German People’s Congress. 37 After an opening speech 
from Walter Ulbricht, who served as the committee chairman, in which 
he denounced the transformation of West Germany into “a half colony 
of American finance capital,” the discussion began in earnest. Jurgen 
Kuczynski, a leading economist and economic historian in the Soviet 
zone, insisted on the need to make clear that, all appearances notwith¬ 
standing, the Marshall Plan was really a plan for “the lowering of living 
conditions (Lebenshaltung) in the West.” If any improvements were to 
emerge, they would affect only a small “workers’ aristocracy.” But this 
privileged group wordd differ from that of the past in that it would be 
based on “a general half-colonial living standard of the rest of the work¬ 
ing class.” Although the new workers’ aristocracy would enjoy a higher 
standard of living (Lebensstandard) than that of the broad masses of 
workers, it would never attain that of the German working class in the 
Weimar Republic. The struggle against the Marshall Plan was thus a 
struggle for raising the living standards of workers in West Germany. 38 

Not entirely convinced by Kuczynski’s argument, the deputy chair¬ 
man of the committee and LDP leader, Dr. Alphons Gartner, suggested 



The Contest Begins 


49 


that an improvement of the living situation (Lebenslage) of the popula¬ 
tion might not work out badly for the countries taking part in Marshall 
Plan aid: “We must pay attention to these things, too. We don’t want to 
see only one side, but the other as well.” 39 Gartner was hinting that it 
might be in the interest of the Soviet zone to take the United States up 
on an offer that had, after all, been extended to the countries of Eastern 
Europe as well. But rushing to Kuczynski’s defense was Josef Orlopp, 
leader of the Administration of Interzonal and Foreign Trade, who ar¬ 
gued that importing foodstuffs and consumer goods instead of raw ma¬ 
terials would produce only a momentary improvement that would have 
to be paid for later: “We import raw materials and phosphates that as¬ 
sure us a better food supply for years to come, whereas in the West 
foodstuffs are imported that have a momentarily convincing effect, but 
in one, two or three years the situation must deteriorate.” According to 
Orlopp, the task was to convince “the masses of our people” that in the 
long run the course followed in the Soviet zone was the right one. But 
Gartner was not persuaded: “Experience shows that people are more 
likely to follow the moment than to reflect on the longer term.” 40 

Hoping to show that Gartner’s fears were exaggerated, Dr. Greta 
Kuckhoff intervened. Kuckhoff was a member of the Secretariat of the 
DWK and Leuschner’s deputy in the DWK planning section. She had 
studied economics in Germany and in the United States. She had also 
lived for a time in Britain, working as an assistant to the sociologist Karl 
Mannheim. During the Nazi years Kuckhoff worked as a translator in 
the Racial Policy Office of the Nazi Party, while simultaneously being 
active in the Rote Kapelle resistance group. Ar rested in 1942 and origi¬ 
nally sentenced to death, she spent the rest of the war in prison, her 
sentence having been reduced to ten years. Although she had never 
been a member of the Communist Party, she joined the SED in 1946. 41 
Exactly what constituted an improvement in the standard of living, she 
suggested, was debatable. According to her, the foreseeable improve¬ 
ments discussed thus far amounted to no more than imports of raisins, 
dates, and grapefruit juice in the British zone. “I believe that the pop¬ 
ulation will not view that as a rise in the standard of living,” she as¬ 
serted. “Even if the stores should become fuller, we have shown the 
prospect of unemployment to be an almost certain inevitability.” Still, 
she recognized that one could hardly wish away the popularity of the 
Marshall Plan. The Western press, she noted, depicted the plan as one 
that placed human beings at the center of the economy, as one that es- 
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chewed questions of dogma and sought to provide people with goods 
they could obtain immediately, not three years down the line: “I can say 
from personal experience that they have struck a vein that is extraor¬ 
dinarily popular. I think we pnt too much emphasis on economic facts, 
without examining them ideologically and discussing them in onr 
press and in our speeches.” On this point, Knckhoff was joined by Pro¬ 
fessor Dr. Wilhelm Ziegelmeyer, vice president of the Administration 
for Trade and Provisioning, who described the situation somewhat 
more dramatically: “There is a great danger if living conditions im¬ 
prove only a little bit. We have over there [in the Western zones] a 
drilled, excitable mass that, as a result of hunger, is incapable of wel¬ 
coming democratic ideas.” 42 

The flow of the discussion had demonstrated a grudging recog¬ 
nition of a serious problem. But it was a recognition thoroughly con¬ 
ditioned by the struggles and crises of the 1920s and 1930s. First, 
Marshall Plan aid would benefit only the few, thus reintroducing old di¬ 
visions within the working class. Second, those who might benefit 
would still lag behind the standard of living enjoyed by German work¬ 
ers during the Weimar years. For the implicit, if vague, understanding 
of “standard of living” was itself beholden to the past, to the long¬ 
standing, ingrained assumptions and ambivalence about consumption 
within the German Left. Material abundance was desired, but also re¬ 
garded with suspicion, in part because it deceived and corrupted those 
whose task it was to enlighten the people—in this case, West German 
union functionaries willing to take part in preparations for Marshall 
Plan aid. But far more important for determining the “standard of liv¬ 
ing” were factors more direcdy connected to production: guarantees of 
steady employment, social insurance, collective bargaining—in short, 
many of the structural gains enjoyed by organized labor during the 
Weimar years only to be eroded, first during the Great Depression 
and then under Nazi rule. For SED leaders the working-class experi¬ 
ence of hunger and long-term unemployment in the 1920s and 1930s 
was crucial. Their insistence on “the right to work” as a central element 
in judging living conditions cannot be understood without reference 
to that experience. In truth, SED leaders were only beginning to 
reconsider these questions, and they were doing so in a wholly unfa¬ 
miliar context. The imprecision of their language—the interchange¬ 
able use of the German terms Lebenshaltung, Lebenslage, Lebensstandard, 
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Lebensverhaltnisse —was itself indicative of their uncertainty. (As we shall 
see, the question of living standards would be both a source of further 
confusion and a call to action in subsequent years.) As the meeting 
came to a somber close, the horizon of their expectations for a West 
Germany on the receiving end of Marshall Plan aid was most vividly 
drawn by Paul Merker, a former member of the KPD Politburo and 
now leading SED figure: 

There is a great danger in the West. It was already said that here and 
there one can count on an improvement of living conditions (Lebensver- 
haltnisse). I am of the opinion that this cannot be so important. Never¬ 
theless, it cannot be entirely dismissed. In any case, one thing will occur; 
certain classes in the West will be helped to a better life. On the one 
hand, we will see an increase in poverty, and on the other we will see an 
increase in splendor. I can imagine that Frankfurt will become a city of 
lights as we have perhaps never seen before in Germany. But beyond the 
borders of Frankfurt it will grow that much darker. 4! 


In contrast to the press silence that greeted the new shopwindows of 
the Western zones, the administrative bodies of the Soviet zone went 
into an immediate and focused flurry of activity. Only one day after the 
currency reform, Konstantine Koval, the SMAD economics chief, was 
instructing Heinrich Ran to stock up reserves for the winter, to make 
greater amounts of milk and fish available to the population, and to in¬ 
crease the number of East Berlin workers receiving the benefits of 
Order no. 234. 44 In addition, preparations were immediately initiated 
to increase rations for the whole population of the zone. By the end of 
June the Administration of Trade and Provisioning had already carried 
out investigations estimating the amounts of particular goods required. 
For the next two months Rau worked closely with the SMAD Adminis¬ 
tration of Trade and Provisioning, until, on September 3, the increases 
were finalized and set to go into effect on October l. 45 According to the 
new regulations, the number of Order no. 234 workers was to be in¬ 
creased from 1 million to 1.5 million. In addition, the workers’ com¬ 
munities on the outskirts of Berlin with populations of two hundred 
thousand or more were now to be provisioned as well as the sixteen 
large cities of the zone. Rations of bread, potatoes, and processed food¬ 
stuffs, meanwhile, were to be increased in varying degrees for all card- 
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holders. A second round of increases the following spring continued 
the trend; special monthly packages of foodstuffs were to be distributed 
not only to the workers of Order no. 234, but also to railway workers and 
miners—in total, 2 million workers. 46 These increases represented a 
clear extension of the original premises of Order no. 234. The number 
of workers within its purview was substantially increased, and holders of 
the best ration cards received the largest ration increases. 

Although SED and DWK leaders never questioned the reasoning be¬ 
hind these measures, they did try at times to obtain SMAD approval for 
either expanding the circles of those benefiting from the improve¬ 
ments or extending the improvements already introduced to particu¬ 
lar groups, even if only marginally. For example, before the October 1 
increases had even gone into effect, Rau was pressing the Soviets for a 
larger increase in bread rations for workers performing heavy manual 
labor in large cities than that provided for in the October 1 directive, 
which was considered so small that it had led to “countless complaints 
among workers in large industrial communities.” 47 Although he had to 
wait a few weeks for an answer, Rau was eventually able to obtain Soviet 
approval. 48 Similarly, Rau took exception to SMAD plans for the intro¬ 
duction of point cards for rationing clothing, shoes, and household 
consumer items. According to an article published in the SMAD press 
organ, Tagliche Rundschau, unemployed adults (housewives and pen¬ 
sioners) were to be excluded from the distribution of the cards. “I have 
been informed that this is no accident,” wrote Rau to the SMAD chief 
of trade and provisioning, I. Drofa, “but rather springs from principle. 
I should point out that this standpoint is not shared by the DWK.” 49 
Again, Rau got what he wanted. The point cards were to correspond hi¬ 
erarchically to the categories of food rationing; unemployed adults 
were thus to be included, albeit at the bottom of the hierarchy. 50 

At other times, however, SED leaders were not so lucky. In fact, 
SMAD actions could be extremely frustrating. In the weeks before 
Christmas, for example, the SMAD Finance Administration decided 
to recoordinate the hitherto state-subsidized retail prices for bread 
throughout the zone, with the aim of reducing public expenditures 
and eradicating the differences between the various provinces, for 
some of which the bread prices from October 1936 had remained in ef¬ 
fect. This meant, however, increasing prices for consumers, which SED 
leaders considered particularly ill advised. Rau pleaded with Koval: 
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“The products of mass consumption like bread and potatoes should 
for political reasons be left untouched by any price increase.” 51 Ger¬ 
man trade-and-provisioning officials were more emphatic: “The price 
of bread has always been a political price, and now more than ever 
since bread and potatoes form the basis of a nourishing diet.” 52 But the 
Soviets were unyielding. As Rau learned from the SMAD Finance Ad¬ 
ministration one week later, the new price, after further review, had 
been confirmed and would go into effect on the first day of the up¬ 
coming new year. 53 The misgivings of SED leaders, however, turned out 
to be entirely well founded. As leaders of the SED in Saxony wrote to 
Ulbricht in January, “The mood of the population, which has been 
completely surprised by this measure, is, at the beginning of the Two- 
Year Plan, extraordinarily bad. The manner and way in which the price 
increase for bread was introduced has meant a very serious political 
burden for our party.” 54 

And yet there were times when SMAD officials took Germans to task 
for their own failings in the area of consumer provisioning. For example, 
at a meeting of the leadership of the Association of Consumer Coopera¬ 
tives, co-op officials found themselves being criticized for the poor state 
of many of the co-op stores. The Soviet official at the meeting was trou¬ 
bled, in particular, by the shoddy appearance and decoration of the 
stores, their lack of advertising, the fact that goods were not properly 
set out on display as a means of endcing customers and thus boosting 
sales. Commenting on the stores, he observed ruefully, “In the place of 
vitrines they are filled with metal grids.” However, what the Soviet offi¬ 
cial seemed to find most distressing was the bad service: “The German 
has shown himself to have grown unaccustomed to saying thank you. 
One has the feeling that the salesperson finds his work to be a heavy 
burden—indeed, this is not the case everywhere, but it has become 
characteristic.” 55 

Nevertheless, it would be a mistake to overemphasize the extent to 
which either SMAD or SED officials were willing to go toward redress¬ 
ing the sufferings and sacrifices of German consumers. Their major 
public pronouncements and policies continued to trumpet above all 
else the cause of productivity, as the Soviet zone moved economically 
and politically further along the path of Sovietization. Here, the Soviet 
zone fell within the overall pattern of Communist consolidation 
throughout Eastern Europe, a process pushed along by the intensifica- 
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tion of the Cold War and by the widening split between Stalin and Tito 
in 1947 and 1948. 56 On June 30, 1948, ten days after the Western cur¬ 
rency reform, the SED announced its intention to develop the first 
long-term economic plan for the zone, the Two-Year Plan for 1949-50. 
One month later, the SED adopted a resolution calling for the official 
transformation of the SED into a “party of the new type,” that is, into a 
full-fledged Marxist-Leninist party. 37 During the next several months a 
series of articles appeared in the major journals and magazines of the 
zone, gushing with enthusiasm and pedagogy on the themes of work 
discipline, work norms, work morale. As if repetition were not enough, 
the message was now distilled into four simple words: “Produce more, 
live better.” 58 

The ethos of productivity found its purest expression in the Hen- 
necke movement, an officially organized and propagated Soviet-zone 
recapitulation of the Soviet Union’s Stakhanov activist movement of 
the 1930s. The idea for launching a Soviet-zone version of Stakhanovism 
came from Otto Buchwitz, chief of the SED organization in Saxony. 
Buchwitz had been to the Soviet Union after the war and was deeply 
impressed by what he imagined to be the great successes of the move¬ 
ment. After a long search, Buchwitz and his assistants discovered and 
carefully groomed Adolf Hennecke, a coal miner, to be the personifi¬ 
cation of their own movement. Under specially prepared conditions 
and on the anniversary of the issuing of Order no. 234 (October 13, 
1948), Hennecke performed his “great exploit” of labor heroism, min¬ 
ing 387 percent of his normal shift quota. The nascent Hennecke move¬ 
ment, initiated by Buchwitz, was then taken over by the Soviets, who 
did all they could to ensure its success. They showed old Stakhanovite 
films, trained trade-union delegations, prompted local newspapers to 
popularize the movement; they published songs, poems, and stories 
celebrating the accomplishments of Hennecke activists, first in coal 
mining, then in the other branches of heavy industry. No effort was 
spared to enhance the contagion of Hennecke’s “work enthusiasm.” 
Elevated to the status of heroes, the Hennecke activists were champi¬ 
oned with typically Stalinist bombast and pathos: “Honor to the Hen¬ 
necke activists, the heroes of the reconstruction, who, with brain and 
hammer, blaze a free trail to a better future for their nation!” 59 

The Hennecke movement was supposed to succeed where Order 
no. 234 had failed. But to improve incentives for workers to be more 
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productive, a better means of distributing consumer goods had to be 
brought into being. Here, the activist movement intersected with par¬ 
allel plans to establish a new state-run organization of retail stores and 
restaurants, the Handelsorganisation. It would be incorrect to suggest 
that the HO was merely the handmaiden of the Hennecke movement. 
In truth, the HO came to be associated with several, sometimes com¬ 
peting, aims. The story of its introduction is instructive in that it brings 
into focus many of the problems faced by the apprentice economic 
planners of the DWK, while laying out several of the themes and con¬ 
tradictions encountered in the course of this study. 

The weeks leading up to the opening of the first “free shops,” as the 
HOs were originally known, were characterized by a curious combina¬ 
tion of intense anticipation and a distinct lack of information. Only two 
days before the first grand opening in Berlin’s Frankfurter Allee on 
November 15, Neues Deutschland reported, “Over half of the letters that 
reach us, every second telephone call we receive and the steadily grow¬ 
ing number of visitors to our editorial offices are concerned with the 
same subject: the free shops. When will they be opened? What goods 
will be sold? How high will the prices be?” No better informed than 
their readers, the editors confessed that they had to disappoint “be¬ 
cause 42 00 18 (German Economic Commission) does not answer.” 60 

The anticipation is easy to understand. The new stores were to offer 
Germans in the Soviet zone the first legal means of shopping ration- 
free since the war years. Consumers would still be able to buy rationed 
goods from their local shopkeepers and consumer co-ops, but now 
they would also have the possibility of making additional, ration-free 
purchases. 61 That much was known. The lack of detailed information is 
perhaps also not difficult to grasp. As this chapter has shown, Soviet- 
zone authorities had a great deal on their minds, attempting to steer 
their way amid the effects of the currency reform, the Berlin Blockade, 
preparations for launching the Two-Year Plan, and the transformation 
of the SED into a “party of the new type.” 

However, as this chapter has also shown, the opening of the HOs 
could hardly be unrelated to these events, in particular to the currency 
reform and its promise of a return to normalcy. Indeed, the attempt to 
reintroduce an element of normalcy into the daily life of the Soviet 
zone constituted one of the most important tasks of the HO. In addi- 
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tion, the new stores were supposed to be first-class establishments, 
catering to the most refined and exacting of consumer pleasures. 
Here, the need to answer the challenge posed by the Western currency 
reform was perhaps most apparent. 

At the same time, it is important to recognize that the HO was un¬ 
derstood as a mechanism for solving certain zone-specific problems 
that administrators had been hitherto unable to master. As indicated 
earlier, the HO was supposed to pick up where the workplace meals 
and clothing handouts of Order no. 234 had failed, thus helping to 
solve the problem of productivity. In addition, it was to serve as a means 
of fighting the black market and of absorbing excess purchasing 
power. 62 Although most prices for consumer goods had been officially 
frozen at 1944 levels, the imbalance between available consumer goods 
and the currency in circulation had created conditions for the emer¬ 
gence of hidden inflation (excess purchasing power) and a flourishing 
black market. 

There had been previous attempts to address these problems. The 
black market, for instance, had been subject to repeated police raids, 
searches and seizures by volunteer groups, economic competition 
from “free” food markets (freie Spitzen) and from “free” exchange mar¬ 
kets for secondhand goods organized by local authorities. 63 But none 
of these measures had succeeded. Nor had the currency reform in the 
Soviet zone succeeded in absorbing excess purchasing power, which 
not only went to feed the black market but in doing so disappeared 
from public use for the effort of reconstruction. 64 And, as discussed in 
the previous chapter, Order no. 234 had proven a total failure. Instead 
of productivity, all that had increased were wages and thus the amount 
of currency in circulation, which in turn only compounded the finan¬ 
cial difficulties of the zone. It is in the context of these zone-specific 
problems, in addition to that of the Western currency reform and the 
ensuing blockade, that the introduction of the Handels organisation 
must be understood. 

Katherine Pence has highlighted several paradoxes bound up with 
the introduction of the HO. 65 Its high prices, she rightly points out, 
served to reinforce provisioning hierarchies even as Soviet-zone au¬ 
thorities professed a desire for eradicating social differences. 66 As a 
state-owned institution, the HO was of a piece with the set of measures 
moving the Soviet-zone economy toward socialism; but to be effective 
the HO had to employ many of the selling strategies socialists had al- 
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ways denounced as capitalistic and therefore exploitative—in parti¬ 
cular, the HO set out to “mobilize” and “enflame” the desire of con¬ 
sumers for luxury commodities, thus deploying the deceptive arts of 
capitalist seduction as a means of making workers more productive. 67 
Above all, she argues, the HO set out to construct an “ideal socialist 
consumer,” one she identifies as a decidedly male activist-production 
worker, pockets bulging with productivity wages, out on a leisurely spree 
of pleasure shopping. Housewives and women generally, on the other 
hand, tended to be excluded. Denied productivity wages, languishing 
at the bottom of the rationing hierarchy, women were left with the ar¬ 
duous, unrewarding labor of standing in long lines while shopping for 
basic rationed commodities. 68 

Pence’s account of the introduction of the HO is fascinating. Never¬ 
theless, I believe her picture is overdrawn, even at the level of official 
intention. As the rest of this chapter tries to show, Soviet-zone eco¬ 
nomic planners and HO leaders had very little idea of the “ideal so¬ 
cialist consumer” they ostensibly hoped to “build.” Hennecke was a 
model for workers, not consumers. And while it is true that the HO was 
intended to provide incentive for increased productivity, the notion 
that consumer desire had to be mobilized, or enflamed, disregards the 
context of extreme and chronic scarcity—as if the desire for all kinds 
of consumer goods were not already there. If anything, Soviet-zone au¬ 
thorities hoped to keep consumer desire at a minimum, knowing full 
well the constraints on their ability to satisfy consumption wants. It is 
also misleading to suggest that the HO sold only luxury items. In fact, 
a wide array of basic commodities were also available in HO stores, in¬ 
cluding basic foodstuffs, mending yarn, textiles, work clothing, and 
shoelaces. As for the exclusion of women, especially housewives, one 
may assume that many HO shoppers were women married or related 
to high-wage earners and that such women did as much of a given 
household’s HO shopping as they did its normal rationed shopping. 
Were male activist-workers likely to go out pleasure shopping for 
bread, cooking oil, mending yarn, and women’s shoes and underwear? 
In fact, what becomes abundantly clear from Soviet-zone sources is the 
high degree of uncertainty, confusion, conflicting information, and 
competing goals that accompanied the introduction of the HO. 

The initial planning meetings between leading DWK functionaries and 
their Soviet counterparts took place in October 1948. At an October 5 
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meeting, I. Drofa, the leader of the SMAD Administration for Trade 
and Provisioning, opened with a succinct explanation of his own un¬ 
derstanding of the purpose of the stores: “The goal of this organization 
must be clear. It is not only a question of the budget, of absorbing 
money and the support of the [Soviet-zone] mark, but also of the im¬ 
proved provisioning of the population, with the goal of getting rid of 
[ration] cards and of fighting the black market.” 69 In the following dis¬ 
cussion a wide array of basic questions was discussed: What kinds of 
goods should be sold in the stores: “specialty” items exclusively or basic 
goods such as potatoes and heating fuel as well? At what prices should 
they be sold? More specifically, how closely should the new stores ap¬ 
proximate black market prices? Indeed, to what extent were black mar¬ 
ket prices known? What sort of organization should be in charge of the 
stores, with what structure, and under whose authority? How many 
stores should be opened at first, and where? 

Without arriving at definitive answers to any of these questions, the 
meeting ended with Drofa reiterating his initial remarks. “Until now 
there has been no commercial activity [ Handel ] in the Soviet-occupied 
zone, only allocation [Verteilung]. We want to begin to trade [ liandeln ] 
and thereby get rid of illicit trade. The free stores should be good 
stores, well appointed and with good-quality merchandise.” Having ac¬ 
knowledged the financial uses the stores could be made to serve, Drofa 
chose to emphasize to DWK planners their primary significance in im¬ 
proving provisioning, fighting the black market, and reintroducing 
real retail trade. 

Similar meetings took place in the following weeks and months, with 
the Soviets exercising close supervision over almost every aspect of the 
project, ranging from quality standards to price policy to the number 
and location of stores. 70 It became increasingly apparent that the HO 
was being modeled after the “commercial” stores of the Soviet Union. 
Emerging toward the end of 1929, the Soviet commercial stores had 
operated outside the Soviet rationing system, offering their wares at 
prices considerably higher than those charged in stores selling ra¬ 
tioned goods. 71 Initially they offered only clothes and fabric but soon 
expanded their inventory to include vodka, cigarettes, and basic foods, 
as well as luxury commodities like caviar and smoked fish. Internal 
DWK memoranda sometimes even referred to the new “free stores” 
as “commercial trade” (kommerzieller Handel J. 72 The Soviet-zone trade 
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journal, Die Versorgung, would later publish feature stories holding up 
the Soviet commercial stores as a model for the HO. 73 

As preparations proceeded, occupation authorities began to pass on 
information to the public about the free stores through the press. As 
suggested earlier, however, it would be entirely misleading to speak of 
a well-coordinated and clearly articulated press campaign. Rather, the 
information which appeared in Soviet-zone newspapers reflected the 
hesitancy and uncertainty of occupation authorities. On October 12, 
for example, an interview with Dr. Karl Steiner, vice president of the 
Central Administration of Finances, appeared in the Berliner Zeilung. 71 
Steiner stressed the role of the new stores in fighting the black market 
and in using profits that otherwise would have gone to black marke¬ 
teers for “productive purposes.” He also indicated that to fight the 
black market where it was most rampant, the stores would have to be 
set up in the most important big cities in the Soviet zone, including two 
stores for the Soviet sector of Berlin. In a passing reference, however, 
he suggested that “little would be gained” by engaging private retail in 
the endeavor. Only “state shops” (staatliche Verkaufsgeschafte) would 
guarantee the required “strict control” over ration-free trade. It was 
probably this remark that then set off a subsequent little feud between 
Steiner and Heinrich Rau. Until at least as late as October 15 Soviet au¬ 
thorities were planning to include private shops in the effort. 75 On the 
same day the interview appeared, Rau, perhaps under pressure from 
the Soviets, sent Steiner a letter (a copy of which went to Walter Ul- 
bricht) in which he took Steiner to task for “lack of discipline” and 
fined him three hundred marks as a penalty for giving the interview 
without, he claimed, first getting permission from the Press Office of 
the DWK. Indignant, Steiner objected (a copy of his objection also go¬ 
ing to Ulbricht), pointing out that the reporter from the Berliner 
Zeitung had in fact been sent to him by the DWK Press Office. A few 
days later Steiner was informed by the party’s Central Secretariat that 
the fine had been lifted. 76 It is impossible to elaborate on this little 
feud, since the precise circumstances are unknown, but its mere oc¬ 
currence was indicative of the confusion and lack of coordination 
among Soviet-zone authorities. 

Subsequent press reports, too, were inconsistent in their informa¬ 
tion. Reporting on an October 15 meeting of the Economic Commit¬ 
tee of the German People’s Council, Neues Deutschland informed its 
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readers that the new stores would be run by the FDGB and that ra¬ 
tioned Massengiiter (bread, potatoes, sugar, meat, fat) would be ex¬ 
cluded from their inventory. The stores would instead sell “specialties,” 
such as “high-quality \hochwertige\ fruit, vegetables and tinned fish, as 
well as semiluxuries, high-quality textiles, cameras, accordions etc.” 7 ' 
And although only a few days earlier Steiner had said that the stores 
would be concentrated in big cities, voices were raised in the ensuing 
discussion in favor of placing the stores primarily in factories for the 
benefit of workers. Not until October 27 did readers of Neues Deutsch¬ 
land learn that, according to an October 20 decree from the DWK, the 
stores would be run by a new Handelsorganisation to be organized and 
directed by the Administration for Trade and Provisioning and that the 
stores would sell manufactured consumer goods (geiuerbliche Gebrauchs- 
guter) as well as foodstuffs, including potatoes but excluding meat, 
eggs, butter, fresh milk, and cheese. 78 

A day later, in an attempt to communicate the thinking behind the 
October 20 decree, Heinrich Rau published an article in Neues Deutsch¬ 
land. While offering litde more in specific information, he did make an 
open comparison between the new policy in the Soviet zone and de¬ 
velopments in the Western zones. “The available purchasing power in 
our zone presently exceeds the amount of goods offered,” he pointed 
out. “We too could solve this problem of eliminating excess purchasing 
power in a simple way, as has been done in the west of Germany, 
through a general increase in prices without a corresponding rise in 
wages and salaries—thus, by lowering the real income of the entire na¬ 
tion. One would then see people standing before full shopwindows in 
our zone as well, most of whom, however, would not be able to buy the 
goods for lack of money.” He added, “full shopwindows are only the ex¬ 
pression of the fact that people can buy less, not the expression of an 
increased productivity.” 79 If prices were going to be high in the new 
stores of the Soviet zone as well, he argued, at least the profits were go¬ 
ing to be used in the reconstruction effort and, thus, for the benefit of 
all, whereas in the Western zones high retail prices merely served to 
line the pockets of “monopoly capitalists.” 

The most expansive press article on the introduction of the new 
stores was written by Erich Freund, the top SED official in the Admin¬ 
istration for Trade and Provisioning. Previously screened by the SED 
Economic Policy Department and published on the eve of the opening 
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of the first stores, Freund’s piece hailed the Handelsorganisation as the 
embodiment of “a new era in trade,” signaling the reestablishment of 
what he called “true trade for the satisfaction of the needs of the pop¬ 
ulation .” 80 The long years during which Handel had been reduced to 
performing a pure distribudng function were coming to an end. Once 
again Handel would play its proper role in the dynamics of supply and 
demand: “The population desires nothing more than to be able finally 
to choose and shop for goods freely and in a legal manner.” The em¬ 
phasis here was clearly on the reintroduction of normalcy, on a partial 
lifting of the prolonged state of emergency in people’s daily lives. But 
at the same time, he placed the introduction of the Handelsorganisation 
squarely within the series of profound political-economic changes that 
had already been introduced in the Soviet zone: “That which is repre¬ 
sented by the people’s-owned factories in the sphere of industry, and 
that which has been achieved by the land reform in the sphere of 
agriculture is now being completed in the sphere of Handel with the 
creation of free trade carried out by the people’s-owned Handelsorga¬ 
nisation.” Freund was presenting the FIO simultaneously as a means of 
reestablishing a sense of normalcy associated with the past and as a ve¬ 
hicle for change in the construction of an uncertain future. Exactly 
what would it mean to have “people’s-owned” retail stores was hardly 
clear. What role would they play in balancing supply and demand? 
What incentive would the managers and employees of the “people’s- 
owned” shops have to ensure that demand be satisfied? What recourse 
would consumers have if supply and distribution were taken out of pri¬ 
vate hands? 

Freund did not raise such questions, let alone address them. There 
was, however, a basic contradiction in his vision of the FIO as a carrier 
of both old and new. Equally contradictory was his claim, on the one 
hand, that the stores were being called into existence for the improve¬ 
ment of the living standard of “all parts of the population” and his ef¬ 
forts, on the other hand, to highlight the significance of the stores in 
offering an incentive for greater productivity among Elennecke ac¬ 
tivists: “It is to be expected that an overwhelming portion of the shop¬ 
pers [ Kduferscliichten ] will be made up of activist workers in the Eastern 
zone and the Eastern sector of Berlin.” This privileged recognition of 
activists was even to be reflected in the stores’ late business hours, he 
wrote, “since a significant amount of their shopping time will be in the 
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evening hours.” Freund had thus inadvertently posed an important 
question: for whom were the new stores being established? 

The contradictions and uncertainties that characterized the infor¬ 
mation disseminated in the press was itself a reflection of the ad hoc, 
improvised manner in which the introduction of the stores was carried 
out. On November 15, the day on which the first stores opened, Freund 
complained of this to the Economic Policy Department of the SED: 
“The Handelsorganisation works, in fact, under provisional conditions, 
but in theory doesn’t yet exist since the three directors and the four 
procurers called for in the statutes issued by the German Economic 
Commission have not yet been named.” The Handelsorganisation, he em¬ 
phasized, due to its great financial significance would “tolerate no fur¬ 
ther improvisations.” 81 Meanwhile, the deadlines for working out 
detailed plans for the amounts and kinds of goods to be sold, the ex¬ 
tension of the retail net, the importing of goods from other countries, 
and other basic tasks extended well into December. 82 According to a 
paper (Denksclirift) produced by the special “Work Group HO” within 
the Administration for Trade and Provisioning, there had been an 
“alarming standstill” in the development of the Handelsorganisation. 
The paper went on to list the various measures pursued after Novem¬ 
ber 22 to overcome this standstill and even spoke of a subsequent “new 
phase in the development of the HO.” But the general tone of the pa¬ 
per was one of annoyance and impatience: “In view of the present situ¬ 
ation and the slow tempo of development to be expected we must 
express the strongest objections to the fact that an orderly manage¬ 
ment of the HO is [only] possible after January 1, 1949. ” 83 

It was not until January 11 that the first session of the Administrative 
Council of the HO took place, presided over by Greta Kuckhoff. The 
council also included as members Hans Paul Ganter-Gilmans (leader 
of the Administration for Trade and Provisioning), Erich Freund, Willy 
Rumpf (leader of the Finance Administration), and Dr. Karl Steiner. 84 
The newly appointed chief manager of the HO’s Central Management 
Office was Hermann Streit, a man with no experience in trade but con¬ 
siderable experience as a union and Communist Party functionary. 
Like so many SED officials, Streit had spent most of the Nazi years in 
prison and in a concentration camp, with intermittent periods of exile 
and fighting in the Spanish Civil War. After World War II he served 
as a deputy minister for economic planning in Brandenburg. 85 His 
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tenure as chief manager of the HO was to last only until April 1949, 
when he moved on to lead the agricultural section of the GDR’s Min¬ 
istry for Trade and Provisioning and was replaced at the HO by Paul 
Baender. 

At the council’s meeting, Streit reiterated the economic significance 
of the stores and assured his fellow council members that all HO stores 
throughout the zone, many of which had previously been forced to rely 
on their own initiative, were now firmly under the control of his Cen¬ 
tral Management Office. His assurances, however, proved premature. 
Despite the consolidation of the structure of the organization, serious 
problems continued to hamper its ability to function effectively. Not 
the least of these problems was that of financing. Nearly one month af¬ 
ter the meeting of the council Streit was forced to appeal to Kuckhoff 
for increased credit. 86 An earlier appeal to the Finance Administration 
had produced a short-term credit from the Deutsche Notenbank for 
DM 50 million to be paid back with interest after one month. Account¬ 
ing in some detail for the HO’s income and expenses, Streit pleaded 
his case with Kuckhoff for either a larger, long-term, and interest-free 
credit or for an increase of the HO’s principal capital assets to DM 100 
million. Eventually the DWK did decide to increase HO’s principal 
capital to DM 100 million. But the money was slow in coming, and one 
month later the HO Central Management Office was forced to turn to 
the Administration for Trade and Provisioning for additional money to 
purchase cash registers, telephones, and other supplies. 87 

The lack of adequate financing, in turn, had adverse effects on the 
carrying out of a variety of other tasks, as a result of which the HO was 
subject to repeated criticism from the Administration for Trade and 
Provisioning. In late February, for example, Freund complained that a 
number of stores and restaurants that were supposed to be opened by 
February 1 had not yet been opened, including two restaurants in 
Brandenburg, plus ten stores and two restaurants in Saxony. 88 Without 
the fulfillment of the planned extension of the retail net, he pointed 
out, the fulfillment of the sales plans was endangered. 

In a long and revealing letter of complaint about those stores and 
restaurants that had been opened, Ganter-Gilmans took the HO man¬ 
agers to task for the fact that the stores and restaurants were not living 
up to what they were supposed to be: “especially cultivated establish¬ 
ments of the highest level.” Ganter-Gilmans emphasized the need for 
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“tasteful decoration and appointments, effective advertising, meticu¬ 
lous cleanliness, schooled, tactful and polite personnel, goods which 
satisfy the highest demands for quality, and a general atmosphere in 
which the customer feels comfortable.” 89 He pointed to “countless re¬ 
ports” testifying to the fact that the stores and restaurants were falling 
far short of this ideal and focused in particular on an investigation of a 
Berlin restaurant carried out by Freund. In his letter, Ganter-Gilmans 
quoted Freund at length. It is necessary to do so here as well to show 
that there were voices within the emerging regime, even at this early 
date, insisting on the need to pay serious attention to the satisfaction of 
consumers’ desires, both material and experiential. Freund wrote: 

I believe I am justified in saying that even among those working in the 
HO there still does not yet exist the correct attitude towards the great 
significance of the new path we have embarked on. Visitors of such 
restaurants are not going to be excited merely by the fact that goods are 
available ration-free, but rather by the general impression, by the atmo¬ 
sphere they encounter. This general significance, which is of great psy¬ 
chological value, appears to be completely trampled upon . . . Thus, the 
service was not obliging and pleasant, as it must be, but rather accord¬ 
ing to the old method, “Kollege kommt gleich ” [“Someone will be with you 
in a moment”]. The management was nowhere in evidence to assure an 
orderly business and to give the customer the impression that in the 
case of unhappiness with the service there was a higher authority ready 
to intervene on behalf of the customer. The napkins had long since re¬ 
quired a change. The coffee was served almost cold. Even the torte was 
tasteless, recognizable [as a torte] simply because it had been made from 
flour and butter ... To the attentive visitor the general impression was of 
an old automat [ Aschingerfiliale ] that did not have the task of providing 
its guests with a pleasant experience [ Aufenthalt ] but was instead set up 
to process as great a number of customers in the shortest possible time. 

It would be false, he warned, to judge such restaurants merely in terms 
of “their financial significance, of ‘good business,’ and of the large 
number of customers.” On the contrary, Freund insisted on the im¬ 
portance of all those elements, as listed by Ganter-Gilmans, required to 
impart pleasure to the experience of consuming. 90 

On the morning of November 15, 1948, thousands of Berliners gath¬ 
ered in the Frankfurter Allee for the opening of the first “free store” in 
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Berlin. “It should have been a moment of celebration,” reported Neues 
Deutschland, “but it didn’t come to that.” Because the crowd was so large, 
the police had to be called in to control the pushing, impatient cus¬ 
tomers waiting for the doors to open. The combination of the pressing 
multitude and police presence evidently soured the mood. Disgruntled 
voices, recorded in Berlin dialect, complained that the new stores 
must be only for “speculators and party bosses \Bonzen\,” while others 
pointed out that there was but one, unhappy alternative, the black mar¬ 
ket: “ Ja, jeli’n Se man uff’n schwarzen Marcht, lass’n sich schnapp’n—und 
iiber’s Ohr hau’n! [Yeah. Go try the black market, get snatched up by the 
police—and cheated! ] ” 

As soon as the doors opened, the throngs shoved their way in. Ac¬ 
cording to Neues Deutschland, “It looked as if thousands of women, girls 
and men pushed themselves through the great swinging doors all at 
once. For minutes everything was confusion.” Then the doors shut, 
leaving thousands still outside. For those who managed to squeeze in, 

the little “purgatory” was soon forgotten. In the brilliantly illuminated 
interior room the customers stood for a moment, shocked and still. 
Where should one turn to first? To the huge bundles of coat fabrics? To 
that corner where shoes in all sizes were piled up? To the high shelves, 
filled with ladies underwear, sweaters and—oh bliss!—countless boxes 
of stockings? Very quickly the points of “most burning” demand crystal¬ 
lized: shoes, stockings, mending yarn . 91 

Never mind the exorbitant prices: women’s shoes in three styles for DM 
160,190, and 230; men’s shoes for DM 240, and men’s work boots in two 
styles for DM 180 and 210. Berliners in the Soviet sector were apparently 
only too happy to hand over their money for the goods offered ration- 
free in the new store. This at a time when the average gross weekly wages 
of an industrial worker came to only DM 47.74. A metal worker, in No¬ 
vember 1948, would have had to work 19.7 hours in order to buy one 
kilogram of wheat flour, 32.5 hours to buy one kilogram of sugar, 78.9 
hours to buy one kilogram of sausage, 128.1 hours to buy one kilogram 
of butter, and 108.4 hours to buy one kilogram of margarine in an HO 
store. 92 Nevertheless, according to Neues Deutschland, hours after the 
doors had first opened, the crowds waiting outside had still not dimin¬ 
ished. Those customers coming out reassured them, saying, “The supply 
is inexhaustible. There is enough inside for the next three years!” In the 
words of Herr Behlow, the store manager, “All the pessimists who spoke 
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out against the free stores have now been brilliantly refuted. The ‘HO’ 
(Handels-Organisation) is already popular in Berlin.” 

Soviet-zone authorities were keen to gauge the true reaction of the 
population to the new stores. Information on the reception of the HOs 
was channeled upward within the party itself, as well as within the Ad¬ 
ministration for Trade and Provisioning. Two weeks after the opening 
of the first stores, the SED Department of Propaganda, Press, and Ra¬ 
dio compiled a general report based on individual reports from the dif¬ 
ferent provinces. 93 Their general report was, in turn, sent directly to 
Walter Ulbricht. The findings of the report suggested “a very differen¬ 
tiated” reaction among the population, a “very divided opinion.” The 
report listed the “most important” arguments both supporting and 
critical of the HOs. In support, people argued that the stores were the 
only means of fighting the black market; that even though workers 
were able to buy very little at first, the situation woidd improve in the 
future; that the ability of workers to buy something to supplement their 
food rations would contribute to increasing work productivity; that 
profits would no longer go to profiteers and speculators but rather 
would flow into state coffers for use in reconstruction and “social” pur¬ 
poses; and that the opening of the stores signified the beginning of 
normal trade. On the other hand, those criticizing the HOs argued 
that the “broad masses of the population” could buy nothing in the 
stores because of the high prices; the ability of the stores to fight the 
black market was doubtful; indeed, the stores themselves constituted a 
state-approved black market. 

The report also contained a poll of 175 people, broken down ac¬ 
cording to political affiliation and occupation. They appear to have 
been chosen randomly. Of the total, eighty-nine were “in favor of” the 
new stores, sixty-seven were “against,” eleven were “against with reser¬ 
vations,” seven were “undecided,” and one was “indifferent.” The politi¬ 
cal breakdown was not particularly revealing, since nearly three-fourths 
of those polled declared no political affiliation. The occupational 
breakdown, however, was of interest because of the high percentage 
of workers voting against the HOs and the high percentage of white- 
collar employees (Angestellte) and officials (Beamte) voting for the stores. 
For those authorities counting on the HO functioning as a means of 
boosting the productivity of industrial workers, this information must 
have been sobering indeed. 
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In the following months complaints about high prices and poor- 
quality goods continued to demand attention. 94 There were even ru¬ 
mors that the Soviets were taking almost all of the income from the 
HOs. Party officials were convinced that these rumors were causing a 
decline in turnover. 95 In an attempt to refute the criticism, German au¬ 
thorities enlisted the press. If prices were high, they explained, that 
was because the HO was not a provisioning depot (Versorgungseinrich- 
tung) but rather a trade establishment (Handelsgesellschaft) entrusted 
with the task of fighting the black market and of absorbing purchasing 
power. In any case, over time the HO prices would gradually be low¬ 
ered, making HO goods more accessible to ever-wider sections of the 
population. If in the first few months the quality of merchandise was at 
times poor, all efforts would be made in the future to ensure that only 
“first-class” goods were offered for sale. If there were rumors that the 
Soviets were appropriating the profits of the HO, authorities insisted 
that such rumors were due to false information disseminated by West¬ 
ern newspapers. In truth, they intoned, all income from the HOs was 
exclusively at the disposal of the Soviet-zone economy. 96 

HO planners were themselves well aware of the sensitivity of the 
price question. What at times seemed to elude them, however, was the 
tension between the financial goals that high prices were supposed to 
serve and some of the other goals bound up with the entire HO en¬ 
deavor. Above all, there was a basic conflict between the goal of ab¬ 
sorbing “excess” purchasing power through high prices in a context 
of general scarcity and that of improving consumer supply for large 
sections of the population in the hopes of reintroducing a politically 
significant degree of normalcy into the daily life of the zone. HO plan¬ 
ners, however, often seemed reluctant to recognize this difficulty. At 
the first session of the Administrative Council, for instance, Steiner 
held forth at some length on the financial tasks of the HO. Anticipat¬ 
ing potential objections to price policy, he suggested that the emphasis 
should lie elsewhere, that is, with “a correct selling policy [Absatzpoli- 
tik ]”. If in one part of the zone certain goods were not selling because 
prices were high, one would simply have to sell them in another area 
where there were “better selling possibilities.” At the very same meet¬ 
ing, meanwhile, Greta Kuckhoff highlighted the role of the HO in 
reintroducing normalcy. “Our present Handel is in no way ‘normal,’” 
she pointed out. “Our economic goal lies rather in building up on an 
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ever-broader basis a normal, ration-free provisioning of all goods with 
the help of our people’s-owned Handelsorganisation. As Herr Dr. 
Steiner indicated, the financial policy measures also serve this goal.” 97 
Kuckhoff either appeared not to have heard Steiner, or she was bend¬ 
ing over backwards to reconcile uncomfortably competing viewpoints. 

The strict maintenance of high prices, moreover, could at times 
threaten to undermine the very financial goals these prices were in¬ 
tended to serve. Four months later, at the second session of the Admin¬ 
istrative Council, the question of potato prices came up for discussion as 
“one of the most burning problems.” Representatives from the provin¬ 
cial governments complained that the price of DM 24 per hundred¬ 
weight was far too high, that as a result the potatoes were not selling, 
and that there was a real danger that they would rot in storage. As the 
representative from Mecklenburg pointed out, “One must not put the 
interests of finances over those of trade and provisioning.” Kuckhoff, 
in turn, suggested proposing a price of DM 15 as a basis for negotiation 
with higher authorities in the DWK and the SMAD. This time it was 
Freund who spoke np for “the interests of finances.” It was not the task 
of the council to discuss individual price proposals, he argued, but 
rather difficulties with price policy in general. In any case, DM 15 was 
too low in his opinion. One should not insist that the potatoes could 
not be sold before one tried to sell them: “That goes especially for 
Mecklenburg since there are centers of industry there where sales 
should be possible.” 98 

The potato problem was simultaneously being discussed in the 
higher reaches of the SED. A few days after the Administrative Council 
session, the party’s Economic Policy Department informed Walter Ul- 
bricht that the 217,500 tons of potatoes intended for sale in the HOs 
were not selling, that they were in danger of rotting, and that the Sovi¬ 
ets had rejected proposals to sell them at the normal (rationed) 
price. 99 Two days later Ulbricht learned from the editors of the Magde¬ 
burg Volksstimme that fifty tons of potatoes in a nearby county had al¬ 
ready spoiled and had to be given to the local distilleries. The situation 
was known to the population and had aroused “a great unrest.” 100 In 
the following weeks the price was then lowered, first to DM 18 and then 
to DM 9 per hundredweight. Still, sales failed to pick np. By May 20 the 
Economic Policy Department was recommending to Ulbricht a com¬ 
plete cessation of the sale of potatoes in the HOs; it went into effect in 
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August. 101 Financial goals had simply come up against objective “sell¬ 
ing possibilities.” 

Nevertheless, by the end of its full calendar year, the HO could boast 
some real success, having fulfilled its overall 1949 sales plan by 119.5 
percent, for a total sales volume of over DM 2.6 billion. 102 Sales were 
particularly strong in Berlin and Saxony (respectively 21 percent and 
31.5 percent of total HO sales); and they were highest in the first and 
last quarters, having fallen off in the second quarter, partly as a result 
of the lifting of the blockade and the slowness with which price reduc¬ 
tions were introduced. 103 According to a report from the Central Ad¬ 
ministration for Economic Planning, HO sales had also been hurt in 
the second and third quarters by limited and poor-quality merchan¬ 
dise, unqualified personnel, and strong competition from Western-zone 
retail offerings. 104 Still, the HO had exceeded its original sales-plan 
goals, accounting for about 26 percent of total planned retail sales for 
the zone. 105 By the end of April 1949, it had extended its retail net of 
department stores, specialized shops, restaurants, cafes, snack bars, 
and hotels to 343. As of March 31,1951, that figure had grown to 2,294, 
accounting for a total sales of over DM 4.5 billion. 106 

The HO’s one-year anniversary gala was held on November 17,1949, 
at the Babylon, East Berlin’s premier movie palace. Walter Ulbricht 
himself delivered the keynote speech. Full of praise for the HO’s con¬ 
tribution to improving the provisioning of the population, Ulbricht 
celebrated the HO above all as a “great people’s-owned enterprise” 
(volkseigenes Unternehmen). Like the newly created state-owned indus¬ 
tries (VEBs), the HO belonged to the people and to the newly born 
“democratic state.” 107 (The GDR came into being officially on October 7, 
1949.) And like the VEBs, the HO too showed that economic policy was 
no longer in the hands of capitalists and shareholders but was instead 
determined by “men who come from the working people.” As such, it 
featured prominently in the competition with West Germany. Ulbricht 
claimed that the “shareholders of the great department stores in West 
Germany” were “outraged over the success of the Handelsorganisation,” 
particularly because its profits would help ensure early fulfillment of 
the Two-Year Plan. “The enemy,” he pointed out, especially in West 
Berlin, was engaged in a “smear campaign” against the HO; the news¬ 
paper SozialdemokrathdLd produced what Ulbricht called “the most fan- 
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tastic report,” claiming in bold headline, “Death by HO Cheese.” For 
the authors of such “lying reports” he had only one piece of advice: 
“Watch out, my dear sirs in West Germany, that you don’t die from the 
Marshall Plan!” 108 

If Ulbricht depicted the HO as part and parcel of the many changes 
introduced under Soviet occupation, he also hailed it as a vehicle of 
normalcy, highlighting its effectiveness as a tool in the struggle against 
the black market and as an indispensable mechanism in the step-by- 
step process of lifting rationing. Much of what he had to say had been 
said before: he defended the HO’s high prices as a necessary source of 
income for reconstructing East German industry; he dismissed the 
calls of “reactionary forces” for egalitarianism (Gleichmacherei) in provi¬ 
sioning; and he defended the privileges enjoyed by certain groups 
(workers in heavy industry, engineers, technicians, the intelligentsia) 
as necessary for increasing productivity. 109 He reminded HO employ¬ 
ees of their duties to provide good service and to ensure that they of¬ 
fered high-quality merchandise. He also made clear that the HO was 
not under any circumstances to exceed its investment plans: “Everyone 
must be conscious of his responsibility with regard to the use of the 
people’s property. Everyone should be aware that expenditures for un¬ 
necessary investments [and] for unplanned investments come at the 
cost of investments above all for iron and steel and mining.” 110 Priori¬ 
ties were still priorities. 

The HO’s success in meeting sales plans was in no small part due to 
a series of fourteen price reductions worked out by the Finance Ad¬ 
ministration and introduced gradually between May 1949 and Decem¬ 
ber 1951. 111 On November 1, 1949, nearly one year after the opening 
of the first shops, HO prices stood at only 40 percent of their opening- 
day levels. By March 1950 prices for important foodstuffs had fallen by 
80-90 percent, while prices for manufactured goods had fallen by up 
to 35 percent. 112 As a result, the HO was able to undercut the black 
market and thus contribute significantly to its demise. As Jorg Roesler 
has suggested, with HO prices falling and its retail net expanding, “the 
black market became proportionally less attractive as a place to pro¬ 
cure extra consumer goods, particularly as it was associated with trans¬ 
actions which were not only more expensive, but were risky because 
they were illicit and because they involved the risk of being cheated 
over the quality of the merchandise.” In the first half of the 1950s, the 
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black market “ceased to function as a social phenomenon of politico- 
economic importance.” 113 

But HO officials could hardly rest on their laurels. While customers 
and trade officials drew attention to many of the shortcomings of the 
stores themselves, central planning authorities took HO leaders to task 
for what they considered egregious waste, financial mismanagement, 
and lack of control over resources invested in the HO. According to re¬ 
ports from late 1949 and early 1950, the HO displayed a proclivity for 
rushing into building projects without obtaining cost estimates, an in¬ 
excusable ignorance of their own investments, and a regrettable habit 
of sloppy bookkeeping. From the point of view of the Ministry for Plan¬ 
ning it was especially galling to have to observe that “this planlessness 
is characterized by frivolity [Leichtfertigkeit ], if not irresponsibility.” 114 

For their part, HO leaders argued that the speed with which the HO 
was forced to expand made it impossible to account for every penny 
and that, for the meantime, the HO could not be held to the same stan¬ 
dards of accountability as other state-owned economic entities. Fur¬ 
thermore, in view of the importance of the organization and the tasks 
it still faced, investments would have to be increased. A law of February 
22, 1950, called for the HO to expand its retail net to twenty-five hun¬ 
dred outlets. 115 Paul Baender, who had replaced Streit as head of the 
HO Central Management Office in April 1949, complained to Rau that 
if the HO was going to be able to comply with the new law, more re¬ 
sources would have to be put at its disposal. The HO’s investment plan 
for 1950, drawn up before the new law was drafted, did not provide the 
necessary funds. Moreover, those funds contained in the plan had yet 
to be made available, as a result of which the HO had been forced to 
begin financing expansion from its own income. But the use of HO in¬ 
come for these purposes had undermined the ability of the HO to ful¬ 
fill its sales and tax plans for the first quarter. Baender was fed up; he 
informed Rau that no more HO income would be used to expand the 
retail net, and he demanded an explanation for the fact that funds 
promised to the HO by the Ministry for Trade and Provisioning had 
not been made available. 116 

Rau, as the minister for planning, was not about to be intimidated by 
Baender’s bluster. He pointed out to the trade functionary that the lat¬ 
ter’s own letter confirmed an “illegal” use of investments. The Ministry 
for Trade and Provisioning was, indeed, supposed to examine any plan 
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proposed by the HO. But ultimate approval and coordination with the 
overall economic plan could only occur with the Ministry for Planning. 
“This long-standing practice,” Rau instructed, “already normal in the 
DWK, would surely have to be known to a leader of such an important 
state trade organization.” Like a prosecutor, he leveled accusations at 
Baender: ‘You have neglected your most basic duties and, unreliably, 
squandered money and materials in a manner worthy of punishment. 
Your actions demonstrate a total disregard for the laws of the demo¬ 
cratic state, and disturb the course of the economic plan.” 117 

For several weeks the matter remained unresolved. In June Baender 
informed Rau that he had appealed to Leuschner, who, in turn, sug¬ 
gested writing to Ulbricht. 118 In his letter to Ulbricht (a copy of which 
also went to Rau), Baender pleaded his case and explained that the 
earlier unavoidable “offenses to plan discipline” would be corrected 
with a promise of DM 48 million credit extended by the Finance Min¬ 
istry. He requested that Ulbricht have the Ministry of Planning confirm 
the Finance Ministry’s promise and plan an additional DM 45 million 
for the HO so that it could carry out the required expansion. It seems 
highly unlikely that Baender got everything he asked for, not least be¬ 
cause by the end of the year the extension of the retail net had fallen 
short of the goal of twenty-five hundred. 119 Of greater interest perhaps 
than the outcome of this particular instance of wrangling over funds is 
the fact it was to continue in virtually identical fashion in subsequent 
years. 120 In short, the pattern had emerged: the HO played the role of 
supplicant, submitting its requests and appeals to unsympathetic cen¬ 
tral planning institutions; from their Olympian heights these institu¬ 
tions deployed the tactics of bureaucratic delay and taskmasterly 
condescension in their denials, critiques, and scaled-down revisions of 
HO proposals. 

The difficulties of the HO were indicative of an administration being 
forced to deal with a problem it was both unprepared and reluctant to 
address: satisfying the material desires of its citizens above and beyond 
the bare minimum of nutritional sustenance. Conditions of scarcity, an 
ideology that privileged production over consumption, and the in¬ 
escapable burden of reparations while under foreign occupation all 
worked to limit the amount of attention Soviet-zone authorities were 
willing to pay to the needs and desires of consumers in the Soviet zone. 
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It was the Western currency reform and the Berlin Blockade that 
forced the issue; the material well-being of Germans in all four zones 
suddenly became a crucial variable in a larger political contest. 

The uncertainty, problems in coordination, conflicting information, 
and competing goals that marked the introduction of the HO were a 
result of the tension between the requirements of the political mo¬ 
ment and the proclivities of an administration fashioned and directed 
by the Soviets. Had the task been merely to dry up the black market by 
absorbing excess purchasing power in the new stores, Soviet-zone au¬ 
thorities would have had an easier time of it. But in the context of the 
currency reform and the challenge posed by at least the visual evidence 
of abundance in the Western zones of occupation, the HO, as the site 
of real retail trade, was also invested with the hope of a return to some 
semblance of normalcy. Moreover, HO planners envisioned the new 
stores and restaurants as first-class establishments offering customers 
the finest service and the highest quality goods for the satisfaction of 
the most demanding desires. The HO was supposed to impart plea¬ 
sure. Here was the rub. To succeed as a financial tool, its prices had to 
be prohibitively high, thus reducing access to an extremely limited 
range of customers. Simultaneously, Soviet-zone authorities, unable to 
escape their own ideological, material, and administrative constraints, 
were reluctant to provide the cash or credit needed to make the new 
stores the first-rate showcases of retail splendor required to compete po¬ 
litically in the emerging contest of prosperity. Although they recognized 
that some effort was absolutely necessary, a sustained, well-coordinated, 
and generously financed program was beyond their means and their in¬ 
clination. This combination of reluctance and urgency, foot-dragging 
and intermittently intense response to crisis would go on to character¬ 
ize the entire period under study here. 



CHAPTER 3 


The Planned and the Unplanned: 
Consumer Supply and 
Provisioning Crisis 


Is fashion folly? 
Die Waage, June 1952 


How did the state attempt to plan individual consumption? How did its 
nascent, expanding, and unwieldy bureaucracy seek to plan how (and 
how much) individuals would consume, where and when they would 
go shopping, what they would eat, what kinds of clothes and shoes they 
would wear, how they would furnish and decorate their homes? The list 
of concerns was potentially endless. It was one thing to produce and 
find buyers for industrial machinery, spare parts, and raw materials, 
quite another to plan the individual consumption of goods which 
would be inescapably subject to the unpredictable fluctuations of fash¬ 
ion, of personal need, taste, and desire. 

In truth, the effort to plan individual consumption showed the regime 
at its most ambitious and least effectual; the sphere of consumption 
was where its pretensions and its weaknesses found perhaps their most 
glaring expression. On the one hand, the endeavor marked a pro¬ 
found intrusion on the part of the state into the private sphere of indi¬ 
viduals. On the other hand, even at the level of the plan, the regime 
could only exert a limited form of control. Through a combination of 
direct and indirect measures, economic planners sought to guide con¬ 
sumer demand. They continued to ration most consumer goods; they 
developed commodity supply and retail sales plans; they manipulated 
wages, prices, and taxes. But in doing so, they became ensnared in the 
contradictions of the system they worked so hard to build. As a result, 
the effort of planning looked far more like a prolonged exercise in 
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damage control than the ideal of rational, efficient planning promised 
for decades by party ideologues. 

In the wake of the Berlin Blockade, the young SED regime continued 
to face contradictory pressures. Inspired by a vision of prowess in heavy 
industry, its leaders preached the virtues of sacrifice, hard work, disci¬ 
pline, patience, and extreme modesty in personal consumption. But 
these virtues were fast losing their appeal. If the German people’s long 
experience of material austerity had initially provided the regime a cer¬ 
tain amount of breathing room in the area of consumer supply, that ex¬ 
perience soon gave rise to increasing impatience with repeated homilies 
on the theme of sacrifice. SED leaders, positioned as they were at the 
center of the Cold War, and presiding over only a part of what had once 
been a united Germany, faced a sustained challenge to the legitimacy of 
their rule and their professed convictions. Nowhere in the Soviet orbit 
was the pressure as great to show that socialism, ushered in under Soviet 
auspices, would bring unsurpassed efficiency and prosperity to all. 

The contradictory pressures of productivism and consumer supply 
not only heightened the strains on the fledgling planned economy, 
they introduced divisions within the regime itself. Between 1948 and 
1953, the years in which the East German planned economy was built, 
there began to emerge within the official ranks of domestic trade a 
consumer supply lobby. However guarded in its argumentation, how¬ 
ever uncoordinated in its approach, the consumer supply lobby never¬ 
theless posed a challenge from within to those who insisted on the 
uncontested priority of productivism. In these years of intense Cold 
War competition, of remilitarization in both Germanys, of purges, 
show trials, and class confrontation throughout the Soviet bloc, the 
voices of the consumer supply lobby could not hope to shout down 
those of more Stalinist leanings. Still, they developed an idiom and a 
set of goals aimed at furthering their interests and, as a result, easing 
the plight of ordinary East Germans. When the emphasis on produc¬ 
tivism was pushed to the extreme and workers across East Germany fi¬ 
nally rebelled on June 17, 1953, SED leaders were forced to embrace 
the language and expressed goals of the consumer supply lobby. This 
chapter traces the early development of consumption planning, the 
emergence of the consumer supply lobby, and the mounting provi¬ 
sioning crisis that eventually forced the regime to shift somewhat the 
balance of its commitments from productivism to consumerism. 
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* * * 

The process of consumption planning, like the rest of the East German 
planned economy, developed in keeping with the general goal projec¬ 
tions of the early long-range plans, that is, the Two-Year Plan (1949-50) 
and the first Five-Year Plan (1951-55) - 1 With the adoption of long-term 
planning, the Soviet zone took another significant step along the path 
of Sovietization, as did the other countries within the Soviet bloc. As in 
the “people’s democracies” of Eastern Europe, the nature of the plans 
adopted in East Germany maintained and extended the regime’s pri¬ 
mary commitment to the priorities of productivism. The branches em¬ 
phasized were those of heavy industry and heavy engineering: iron and 
steel metallurgy, energy and fuel, heavy machine building, and ship 
building. Investments during this period clearly reflected these priori¬ 
ties. 2 Although resources were limited, it was still possible during the 
Five-Year Plan to embark on ambitious new projects. With great fanfare 
the yonng East German state launched the impressive Eisenhuttenkom- 
binat and built new metallurgical works in Calbe. And despite wartime 
destruction and dismantling by the Soviets, it resumed production at 
the giant Leuna chemical works, reconstructed heavy machine build¬ 
ing plants, and bnilt new extensions to already existing steelworks. 

A number of specific material factors helped to reinforce the already 
ascendant emphasis on productivism. The need to repair war damage 
to the infrastructure and transport system required constant growth in 
the production of iron and steel. The Soviets, meanwhile, demanded 
reparations in the form of raw materials and capital goods. In addition, 
as a result of the Berlin Blockade the Soviet zone was increasingly de¬ 
tached from the capitalist world market, bringing about a fundamental 
shift in its foreign trade. In 1947 two-thirds of the zone’s foreign trade 
had been with the West, above all with the Western zones of Germany. 
After 1950 nearly two-thirds of the GDR’s foreign trade was with the so¬ 
cialist states of the Soviet bloc. But these countries, in less advanced 
stages of industrialization, had far less need for the textile and light in¬ 
dustrial products traditionally produced in eastern Germany than they 
did for heavy industrial goods. To obtain from these countries basic 
materials such as coal, iron, and steel (previously supplied by the 
Ruhr), the Soviet zone (and later the GDR) now had to fulfill the par¬ 
ticular needs of its new trading partners in the East. 3 

Consumer supply policy, therefore, continued to adhere to the 
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imperatives of productivism, while making occasional gestures toward 
improving provisioning for the population as a whole. This meant 
maintaining the consumer hierarchy institutionalized by Order no. 
234, offering better rations and higher wages to workers in heavy in¬ 
dustry and mining, to political and administrative functionaries, and to 
the intelligentsia. 4 At the same time, it involved reintroducing through 
a series of step-by-step measures ever-greater increments of normalcy 
by removing various commodities from the constraints of rationing. In 
May 1949 vegetables ceased to be rationed; in the following month, to¬ 
bacco, ersatz coffee, and vinegar. According to a November 1949 ordi¬ 
nance, based on a SED Politburo directive of the previous month, 
rationing was to be lifted entirely (except on meat and fat) after the 
1950 harvest. In the meantime, a new rationing system was introduced 
in December 1949, according to which everyone over fifteen years of 
age was now issued a basic ration card (Grundkarte) as well as a supple¬ 
mental card (Zusatzkarte) carrying additional rations based on occupa¬ 
tion, thus maintaining all of the old distinctions. 5 

Unfortunately for East German consumers, the goal of lifting ra¬ 
tioning by the end of 1950 could not be realized. By the beginning of 
1951, not only meat and fat but also fish, eggs, milk, sugar, and every¬ 
thing made with these ingredients continued to be rationed, as did 
many manufactured consumer goods. Only gradually did various items 
come off the ration lists: in August 1950, laundry detergent; in Febru¬ 
ary 1951, certain types of shoes and textile goods; in October of that 
year, marmalade, artificial honey, syrup, and soap; in March 1953, 
stockings and socks; one month later, leather shoes; in July, fish. Not 
until May 1958 did meat, milk, fat, sugar, and eggs cease to be rationed 
in East Germany, making it the last country in Europe to bring to a 
close what had begun twenty years earlier on the eve of World War II. 6 

Of course, many goods were now available ration-free in the HO 
stores. But because of its relatively high prices, the HO never served as 
more than a supplemental source of basic food purchases for most 
consumers during the 1950s. As late as 1957, the “average consumer” 
still used ration cards for two-thirds of the meat and sausage, three- 
fourths of the milk and butter, two-thirds of the margarine, and four- 
fifths of the eggs and sugar he or she bought. 7 In fact, rationing was the 
most effective means of limiting consumer demand, particularly in 
conditions of general scarcity. 
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Rather than give up rationing, therefore, the regime tried to im¬ 
prove the provisioning of the population by introducing a series of 
price reductions for nonrationed goods. To enable greater numbers of 
people to shop in the HO stores, finance planners carried out what 
one report referred to as thirteen “significant price reductions” be¬ 
tween 1950 and 1954. 8 Gradually, the intense resentment of those ini¬ 
tially excluded began to lessen. By middecade the prices for foodstuffs 
had fallen on average a little more than 50 percent, semiluxuries even 
further, and manufactured goods between 25 and 35 percent. In the 
immediate term, the price reductions were intended to garner support 
for the new regime. 

In the longer term, the price reductions were necessary if prices were 
to play their proper role in the planned economy. In contrast to market 
economies, in which prices reflect the relative scarcity of goods and ser¬ 
vices (the relationship between supply and demand), prices in planned 
economies cannot convey this information. Instead, they are supposed 
to reflect “the socially necessary costs” of production and distribution. 9 
In addition, they are to remain stable both to simplify the process of 
planning and to prevent inflation from eroding the purchasing power of 
consumers. However, since costs increase over time, these two principles 
contradict each other: if prices remain stable, they cease to reflect rising 
costs. In the GDR, as in all the countries within the Soviet imperium, po¬ 
litical expediency dictated a commitment to price stability, at least for 
basic goods and services. As the gap between costs and prices widened, 
the regime tried to close it as much as possible through a complex sys¬ 
tem of subsidies and taxes. While subsidies supported artificially low 
prices for goods that satisfied basic needs—thus ensuring an affordable 
basic provisioning for lower-income groups—the prices for luxury 
goods were burdened with high consumption taxes. 

This distinction between necessity and luxury was imbued with both 
financial-political and moral concerns. From the point of view of fi¬ 
nances, high consumption taxes on luxury goods were needed for two 
reasons: first, to absorb excess purchasing power and to help stabilize 
the currency; second, to serve as a counterweight to expanding subsi¬ 
dies and thus to contribute to balancing the state budget. The moral 
impulse behind the distinction derived from the regime’s paternalistic 
aspiration to define necessity and luxury for its citizens, an aspiration 
motivated in part by the need to exert some control over demand. As 
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we shall see, however, there were several difficulties bound up with at¬ 
tempting to draw this distinction. To begin with, it meant that a system 
ostensibly devoted to egalitarian ideals created possibilities for the 
articulation of social differences through consumption. Subsidized 
prices for necessities also had socially regressive consequences in that 
they benefited all income groups, not just the needy, while higher- 
income groups had greater access to heavily taxed luxury items. In 
addition, subsidized low prices had the disadvantage of often causing 
demand to exceed supply: in East Germany goods that satisfied basic 
needs would be relatively cheap; for that very reason, they would also 
often be scarce. And yet, perhaps the greatest obstacle for SED leaders 
in attempting to draw the line between necessity and luxury was the 
fact that, in practice, they were in no position to do so, at least not by 
decree. Ultimately, the regime would have to take into account two in¬ 
terrelated factors: the expectations of its citizens and influences from 
the West, both of which were hardly static. 

It would be nearly impossible to provide a detailed account of the en¬ 
tire administrative process of consumption planning, in part because 
the administration itself was an object of constant reorganization, a 
perpetual work in progress. What can be more easily, and perhaps 
more profitably, done is to sketch the broader and more consistent 
outlines of the process as it developed at the center. 

Consumer supply planning was the province of functionaries within 
the DWK’s Administration for Trade and Provisioning (with the found¬ 
ing of the GDR in October 1949, the Administration became the Min¬ 
istry for Trade and Provisioning). Neither of the initial leaders of these 
bodies, Hans Paul Ganter-Gilmans and Dr. Karl Hamann, were mem¬ 
bers of the SED. Ganter-Gilmans, born in Vienna and the son of a mer¬ 
chant, had educational, professional, and familial experience in trade. 
Although “of bourgeois background,” he was amenable to Soviet and 
SED officials due to a political record free of any taint of Nazi associa¬ 
tion. Indeed, in the 1920s and 1930s he had been a member of both 
the Red Falcons and the SPD. Two years after being drafted into the 
Wehrmacht in 1939, he was found guilty of “subversion” and imprisoned 
for a year. After being released, he returned to civilian life and work in 
trade, engaged in “illegal activities” toward the end of the war, and was 
a cofounder of the Brandenburg CDU in the summer of 1945. 10 
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Hamann possessed a background in agriculture rather than in trade. 
He had studied agricultural science at university, and received his doc¬ 
torate in 1933. He spent the Nazi years politically inactive and sell- 
employed as a farmer in Thuringia. After the war, he was a cofounder 
of the Thuringian LDPD, and served as a member of that province’s 
parliament. In 1947 he became a member of its Executive Committee, 
and in February 1949 the party’s coleader, along with Hermann Kast- 
ner. With the founding of the East German state in October 1949, he 
became the minister for trade and provisioning. Unfortunately for 
Hamann, his tenure as minister coincided not only with a period of 
mounting Stalinist hysteria about “inner enemies” throughout the So¬ 
viet bloc, but also with the provisioning crisis caused by the SED’s at¬ 
tempts to collectivize East German agriculture in the early 1950s. Amid 
the flurry of purges and paranoia, Hamann was arrested in 1952 for 
“sabotage of consumer provisioning.” Originally sentenced to ten years’ 
imprisonment, he was released in October 1956. Less than one year 
later, he fled to West Germany. 11 

The fact that the early leaders of trade and provisioning were not 
SED members was telling in several respects. First, it suggested that 
consumer supply would most likely not improve substantially anytime 
soon and that it would be best to minimize as much as possible the ap¬ 
pearance of SED responsibility for the lack of improvement. Second, it 
lent credence to the fiction of the “antifascist, democratic bloc” of all 
Soviet-zone political parties. Third, it reflected the Soviet and SED 
assumption that the sphere of trade and provisioning was of lesser im¬ 
portance in the task of establishing SED dominance over the political- 
economic life of the zone. 

Nevertheless, as in almost every other administration or ministry 
headed by a non-SED member, the occupants of the positions just be¬ 
low the leaders of trade and provisioning were not only SED members 
but those of KPD extraction. Erich Freund, encountered in the previ¬ 
ous chapter as a propagandist for the HO, served as deputy to Ganter- 
Gilmans. Of working-class background, he joined the KPD in 1931, 
engaged intermittently in anti-Nazi activities during the 1930s, and as a 
result spent some time under arrest. After the war, during which he 
served in the Wehrmacht, he was assigned by the KPD to administrative 
work in Berlin, even though by his own admission he had no previous 
experience. Nor, it seems, did his total lack of experience or formal 
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training in trade pose any obstacles to his being placed as Ganter- 
Gilman’s deputy in 1948. 12 

Another appointee of political reliability and zero expertise was Emil 
Kruger, a trained glassworker, who hadjoined the KPD in 1919. Having 
spent the Nazi years engaged in the usual pattern of illegal activities, ar¬ 
rest, and emigration (first to Czechoslovakia, then to England), Kruger 
was shunted after the war, against his will, into trade and provisioning. 
“All I knew about trade,” he later admitted, “was that it created no new 
social value, that it moreover fed on social surplus product [Mehrpro- 
dukt ] and that therefore the social costs of trade had to be reduced to 
a minimum.” 13 This from the man who, despite his repeated attempts 
to get out of trade and provisioning, claims to have in effect run the ad¬ 
ministration due to Ganter-Gilmans being either ill or otherwise occu¬ 
pied with his work in the CDU. The cause of trade and provisioning, it 
seems, had few committed believers within its leading ranks. 14 

However inexperienced and uncommitted, officials in trade and 
provisioning had the task of producing annual plans for commodity 
supply (Warenbereitstellung) and retail sales (Warenumsatz) for the entire 
Soviet zone, and later the GDR. It was these plans, for supply and sales, 
that constituted the main thrust of consumer supply planning at the 
center. 15 The commodity supply plans consisted of lists of goods to be 
made available to the population, measured in units of weight or vol¬ 
ume, broken down quarterly and by province. Some of the early plans 
also took into account groups receiving special supplies, for example, 
Order no. 234 workers, “victims of fascism,” war wounded, and preg¬ 
nant women. Supply plans for manufactured commodities such as tex¬ 
tiles and clothing were necessarily somewhat more detailed than those 
for food items, since these plans had to account for assortment, indi¬ 
cating, however roughly, the amounts of basic clothing items to be pro¬ 
duced for men, women, and children. The retail sales plans listed 
commodities, which were measured in units of currency (usually per 
million DM) and broken down by quarter and by retail form, that is, 
HO, consumer co-op (Konsum), and private retail. The goods them¬ 
selves were grouped into two main categories: food and semiluxuries, 
and manufactured commodities (Industriewaren). The second of these 
was then broken down into three subgroups: shoes, textiles and cloth¬ 
ing, and “other” manufactured commodities. The categories, in other 
words, were extremely general. Planners at the center worked at an ab- 
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stract level, thinking primarily in terms of broad headings and large 
numbers. The extent to which total quarterly and yearly fulfillment fig¬ 
ures tallied with their basic supply and sales goals comprised the crite¬ 
ria for the success or failure of their supply and sales plans. More 
detailed planning was left to lower levels in the bureaucracy, as indi¬ 
vidual trade organs submitted specific, itemized orders to individual 
production units. 

Initially, German trade-and-provisioning officials worked under the 
close control of their Soviet counterparts in the SMAD Administration 
for Trade and Provisioning. Together they drafted the plans, which 
were then sent to the DWK’s Central Administration for Economic 
Planning. Here they were finalized and passed on to leading SMAD 
economic officials for final approval. Once approved, the DWK bore 
full responsibility for carrying them out. 16 After the founding of the 
East German state, the Soviets condnued to exercise control, albeit in 
an attenuated form, through the Soviet Control Commission. On the 
German side, the coordinating functions carried out by the Adminis¬ 
tration of Economic Planning were taken over by the GDR’s Ministry of 
Planning (renamed the State Planning Commission at the end of 
1950), which continued to be run by Rau and Leuschner. 

As might be expected of the regime’s initial longer-term planning ef¬ 
forts, the process of organizing consumer supply during the Two-Year 
Plan was characterized by a host of administrative foul-ups and their at¬ 
tendant frustrations. As the Soviets insisted on the use of particular 
forms for planning, the information required to fill them out was in¬ 
variably lacking. 1 ' Recriminations flew back and forth between the ad¬ 
ministrations of Economic Planning and Trade and Provisioning, each 
accusing the other of submitting plans too late and exercising poor 
coordination. 18 As Ganter-Gilmans objected to last-minute, drastic re¬ 
ductions of supply plans by Economic Planning, his assistants com¬ 
plained to him about the lack of coordination and qualified personnel 
within his own administration. 19 

The complaints of consumers, meanwhile, spelled out the effects of 
these organizational difficulties. As official “information trips” in the 
spring and summer of 1949 revealed, consumers faced continued 
shortages, poor-quality merchandise, and a pronounced lack of sum¬ 
mer clothing, even in the HOs. 20 In September 1949 Neues Deutschland 
reported a number of serious trade-and-provisioning mix-ups in a lead- 
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ing article which ran under the headline, “Who’s Sleeping Here?” 21 In 
Fiirstenberg, July meat coupons had remained undelivered as late as 
August 18. In Rostock, inedible meat had been allocated to consumers, 
as had quark in exchange for meat coupons, despite specific DWK reg¬ 
ulations forbidding the substitution. In Potsdam, city officials had been 
besieged with “coundess complaints” from the population about poor- 
quality foodstuffs. The article assigned the blame to administrative 
lethargy and a proliferation of “bureaucratism.” In particular, it singled 
out the Administration for Trade and Provisioning, “under the leader¬ 
ship of Herr Ganter-Gilmans of the Christian Democratic Union,” de¬ 
scribing the administration as a bloated apparatus, overly staffed with 
employees and drowning in its own paperwork. 

Embarrassed and infuriated, trade-and-provisioning leaders shot off 
letters of protest to the editors of the newspaper. Ganter-Gilmans ac¬ 
cused them of trying to undermine the authority of the DWK. On the 
contrary, they replied, their intention was to strengthen it: ‘You, your¬ 
self, will admit that the ordinances of the DWK are not carried out in 
the counties and communities and by the authorities in the provinces 
with the necessary punctuality and carefulness.” Every day, the editors 
claimed, they received letters complaining about the failure of local ad¬ 
ministrative organs to manage an array of issues that directly affected 
the population, including the problem of consumer supply. With a per¬ 
fect combination of cant, condescension, and self-righteousness, they 
explained, “It is necessary from time to time to bring into the light of 
publicity especially crass cases through the press and the radio, which no 
doubt best reach the ear of the population, in order, through a general 
discussion of these questions, to make the democratic administrative or¬ 
gans face the criticism of the public, and to encourage the population to 
develop its initiative in this direction.” 22 The press, in other words, was to 
serve as both a safety valve and an instrument for applying pressure: it 
was an address to which the population could send its complaints, and it 
was a spotlight with which SED leaders could illuminate the failings of 
those deemed in need of critique, an art of which Walter Ulbricht, him¬ 
self, was an occasional practitioner. 23 

More troubling for economic planners were the deeper problems 
and contradictions that could not be dismissed as mere start-up hitches. 
Perhaps foremost among these was the intractable monetary overhang, 
that is, the continued discrepancy between the amount of money in 
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circulation and the availability of consumer goods. The Soviet-zone 
currency reform, the introduction of the HO, and the gradual diminu¬ 
tion of the significance of the black market had not succeeded in 
bringing into balance commodity supply and consumer purchasing 
power. The gradual price reductions in the HO added to the imbal¬ 
ance. However, the problem also resulted from the fact that the wages 
of workers continued to rise faster than productivity. As Jeffrey Kop- 
stein has argued, East German Taylorism was corrupted from the start 
due to the inability of shop floor managers to turn piecework and pro¬ 
ductivity wages into increased output per worker. In the context of the 
shortage economy, managers were compelled above all to secure the 
necessary labor inputs required to meet their production quotas. Their 
only rational strategy was to hoard labor. But hoarded labor became 
scarce labor. Under pressure to produce as much as possible at what¬ 
ever cost, managers did everything they could to retain their workers. 
In part, this meant allowing work norms to remain weak. As Kopstein 
suggests, “here we find the origins of the East German soft budget con¬ 
straint.” 24 

Finance planners, meanwhile, tried to soak up as much purchasing 
power as possible through consumption taxes and the still relatively 
high prices for nonrationed consumer goods. 25 Thus, despite price re¬ 
ductions in the HO, consumers continued to face prices they consid¬ 
ered exceedingly high, even for basic items. In spring 1949 Kathe 
Kern, a member of the SED Central Secretariat and head of the party’s 
Women’s Secretariat, pointed this situation out to the SED Economics 
Department. Women seeking to buy yarn for knitting and darning, she 
explained, “stood helpless” before the high prices. “This is one of the 
most indispensable and most in-demand materials,” she stressed, “as 
much a necessity for living as a piece of bread.” 26 

The regime believed its citizens had too much money even as they 
bemoaned their inability to buy the things they needed. Retail outlets 
soon began to report that high prices were undermining their sales 
plans. If only to move inventory, they pleaded, a more flexible price 
policy had to be introduced. 27 Central planners balked. Lowering 
prices, they argued, amounted to forfeiting the value of the labor and 
resources expended in producing the goods. More important, they 
knew that lowering prices increased demand, which in turn increased 
the pressure to supply yet more consumer goods. In the reports and 
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memoranda circulating between the various offices and departments 
of the bureaucracy, purchasing power came to assume the contours of 
an unappeasable force; it inspired fear. Economic functionaries found 
themselves trapped in the untenable position of having to absorb as 
much of it as possible while simultaneously struggling to keep demand 
as low as possible. The outcome was most acutely registered in the 
sphere of retail in the form of expanding inventories, overly filled stor¬ 
age facilities, beleaguered salespeople, and frustrated customers. 

Another major problem made its first appearance in the formula¬ 
tion of the early supply plans. Trade-and-provisioning planners had to 
work not only with their Soviet counterparts but also with the industrial 
administrations and ministries responsible for the production of the 
goods listed in the plans. In determining consumer demand, they 
faced the unenviable task of trying to reconcile what they believed the 
population needed with the limited production capabilities reported 
by industry officials. 28 As a result, the demands of trade and provision¬ 
ing were frequendy contested by manufacturers and more often than 
not scaled down, sometimes repeatedly, after top central planners in¬ 
tervened as final arbiters. 29 In fact, the relationship between trade and 
industry, which has been neglected in the literature on Soviet-type sys¬ 
tems, was crucial. The chronic structural weakness of trade in relation 
to industry was perhaps the most significant factor in preventing the 
emergence of a more coordinated and effective effort to bring about 
a more consumerist orientation within East Germany’s political econ¬ 
omy. But this is to anticipate an argument developed more fully in 
Chapter 5. It must suffice for the moment merely to introduce it as a 
problem with which trade-and-provisioning planners were confronted 
from the very beginning. 

In planning consumer supply, economic functionaries acted on the ba¬ 
sis of several points of reference, the most significant being the living 
standards of the prewar period, with the year 1936 serving as the usual 
benchmark. 30 The prospect of attaining 1936 consumption levels by the 
end of the Two-Year Plan was ruled out immediately, since agricultural 
production could not pick up quickly enough and Soviet reparations 
demands would continue to limit the amount of supplies available to 
German consumers. 31 In June 1948, as Leuschner presented a draft of 
the plan for discussion in the SED Central Secretariat, he raised the 
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question of the Two-Year Plan’s goals for average daily calorie con¬ 
sumption. The plan, as it stood, projected a rise from sixteen hundred 
to two thousand calories by 1950, which Leuschner characterized as 
“insufficient.” The problem was a serious one, he recognized: “One can¬ 
not simply say: we’re stopping at 2000, and we’ll discuss it no further.” 
As he reminded his colleagues, the issue of work productivity was inex¬ 
tricably bound up with that of provisioning: “I would like to express 
doubts that work productivity can be increased without exceeding 
2000 calories, even with an improved organization of work and an im¬ 
proved differential wage.” 32 This discussion took place during the early 
stages of the Berlin Blockade. In addition to the question of productiv¬ 
ity, that of the Western currency reform and its effects on consumer 
supply in the West no doubt also played an important, if unspoken, 
role in Leuschner’s thinking. 

What is noteworthy in the regime’s focus on the prewar period as a 
point of reference is the concomitant lack of any larger vision for the 
role of consumption in East German society. Here, the official ten¬ 
dency to dismiss trade from the ranks of important sectors of the econ¬ 
omy had its parallel in the regime’s general ideological neglect of the 
sphere of consumption. And yet these were the years in which the SED 
embarked on the task of remaking East German society. The party’s 
program for social revolution was ambitious and far-reaching, promis¬ 
ing unheard-of social mobility for the members of those classes tradi¬ 
tionally denied advancement in the past. The regime actively recruited 
its new leadership cadre from the working and peasant classes. In its 
education, employment, health, and social welfare policies, it tried to 
offer a measure of opportunity and security hitherto unknown to the 
lower orders of German society. Although these efforts were accompa¬ 
nied by systematic discrimination against members of the “bour¬ 
geoisie” and active participants in Christian institutions, many people 
found the regime’s vision of a “classless” society, however vaguely de¬ 
fined, profoundly compelling. For those seeking a form of redemption 
after the disaster wrought by the Nazis, the “experiment” of the young 
GDR, its romantic rhetoric of the Aufbau, was a source of genuine in¬ 
spiration. Christa Wolf, in her novel The Quest for Christa T., captured 
perfectly the fervent idealism of the immediate postwar years: “She 
[Christa T.] joined in our discussions, those glorious rambling noctur¬ 
nal discussions about the paradise on whose doorstep we were sure we 



The Planned and the Unplanned 


87 


stood, hungry and wearing our wooden shoes. The idea of perfection 
had taken hold of our minds, had passed into us from books and pam¬ 
phlets; and from the rostrums at meetings came in addition a great im¬ 
patience: verily, I say unto you, you shall be with me today in paradise!” 33 

Within the array of social innovations introduced by the regime, 
however, there was a complete absence of any new concept for the 
place of private consumption. In large measure, this absence is ex¬ 
plained by the fact that Marxist-Leninist doctrine focused its economic 
program on production, relegating consumption to the margins. How¬ 
ever, another factor that may also have contributed to this inclination 
derived less from conscious ideological intent than from the history 
and political culture of German Communism. As Catherine Epstein 
has recently suggested in her collective biography of veteran Commu¬ 
nists, the party’s self-image, dating back to its days as an embattled rev¬ 
olutionary movement in the 1920s, was decidedly masculine: “The 
party presented itself as a body of young, male, muscle-rippled prole¬ 
tarian workers.” 34 While this self-image, according to Epstein, helps to 
explain why so few women came to hold leading positions within the 
party, despite its professed commitment to women’s emancipation, it 
may also help to account for the relative lack of interest among party 
leaders in the sphere of consumption, a sphere traditionally belonging 
within the purview of women’s work (shopping, cooking, mending 
clothes, keeping house, and so on). As is now well known, women in 
East Germany, despite being exhorted to work in the factories and 
fields of the young “workers’ and peasants’ state,” were also expected 
to continue performing their traditional household duties. 35 It is fair to 
say that in failing to develop some new idea for the organization and role 
of private consumption in East German society—some concept and 
practice that might have relieved East German women of the “double 
burden” (Doppelbelastung) they carried in their everyday lives—the 
regime in effect squandered an opportunity to mobilize perhaps the 
greater portion of its population in support of an endeavor that might 
have served as at least part of a credible answer, or alternative, to the 
consumption challenge beginning to emerge from West Germany. As 
things stood, in the absence of such an endeavor, the privileges of par¬ 
ticular groups undermined the promise of egalitarianism and aroused 
resentment. In the longer term, the regime would be left vulnerable to 
unfavorable comparisons with the West. 
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While preparing its first Five-Year Plan, the regime was ready to em¬ 
brace the goal of surpassing the living standards of the prewar years. In 
doing so, SED planners were encouraged by the Soviets. After discus¬ 
sions in June 1950 with officials in the Soviet Control Commission, it 
was agreed that 1936 food-consumption levels were to be reached by 
1952 and thereafter surpassed. 36 The Law on the Five-Year Plan prom¬ 
ised wage increases and price reductions; it planned for a complete 
end to rationing by 1953, at the latest; it provided for substantial in¬ 
creases in the per capita consumption of foodstuffs such as meat and 
fat, as well as that of “the most important manufactured goods,” above 
all, shoes, textiles, and clothing; and it projected an overall expansion 
in commodity supply and retail sales, as well as a widening of the HO 
and Konsum retail nets, especially in “important centers of industry.” 37 

Unfortunately for the regime, few East Germans seemed to believe 
that the Five-Year Plan would achieve its proclaimed consumption 
goals. According to reports on the mood of the population from late 
August and early September 1950, there was widespread resentment 
about the state of consumer supply and a general skepticism about the 
ability of the regime to deliver on its promises, in particular those for 
lifting rationing. No doubt memories of consumerist promises broken 
during the Nazi years played a role in the skeptical attitude of East Ger¬ 
man citizens. But SED propaganda, as officials recognized, was proving 
“ineffective.” This they attributed to the fact that “the overwhelming 
majority of the population of the republic” was listening to the West 
Berlin radio station, RIAS. 38 Discerning consumers of SED propaganda 
may also have been moved to skepticism by the party’s continued ad¬ 
herence to a concept of “standard of living” in which an increase in the 
supply of goods was downplayed in favor of work and productivity. As 
Hanna Wolf, a leading SED ideologist and educator, instructed the 
readers of Einheit, “the most important aspect of an increase in the 
prosperity [ WohlsUmd] of a nation is the absence of unemployment, 
the absence of the possibility of unemployment, and the constantly in¬ 
creasing number of workers and employees required by the harmo¬ 
niously expanding production process.” 39 The emphasis on work 
allowed her not only to trumpet the cause of productivity but also to 
highlight the very real problem of unemployment in West Germany, 
which in the first quarter of 1950 had reached 12.2 percent. Unem¬ 
ployment, she argued, was chronic to capitalism and to “the American 
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way of life,” and therefore all countries “Marshallized” by the United 
States would be plagued by it. 40 In fact, as they held their ears (and 
eyes) to the West, populace and party alike revealed the force of an in¬ 
creasingly important point of reference underlying the entire discus¬ 
sion of living standards, namely, developments in West Germany. 

After the currency reform, the Western zones seemed to offer an ex¬ 
ample of economic development directly opposed to the “Produce 
More—Live Better” blueprint espoused in the East. The lifting of ra¬ 
tioning for most consumer goods, the filling of the shopwindows, the 
boom enjoyed by the consumer goods industries, and the surge in con¬ 
sumption all served to raise work productivity by providing a tangible 
incentive to work for money wages. Workers not only began turning up 
for work in increasing numbers, they worked longer and harder. 41 The 
long-awaited arrival of aid through the European Recovery Program 
(ERP), as the Marshall Plan was officially called, offered further cause 
to hope for a rise in the standard of living. 

This is not to suggest that when the Bundestag met for the first time 
in September 1949, the West German Wirtschaftswunder was well un¬ 
derway. Quite the opposite was true. As the chief of economic affairs 
for the Marshall Plan in Germany, Robert Hanes candidly commented 
in early 1950, “Germany is flat on its ass.” 42 Hanes was referring in par¬ 
ticular to a number of serious economic problems confronting Konrad 
Adenauer’s fragile coalition government. The newly established West 
German state faced intolerably high rates of unemployment, excessive 
inflation, a general lack of investment capital, regressive taxation, a se¬ 
vere housing shortage (45 percent of the housing in West Germany 
had been damaged in the war), and a steady influx of refugees from 
the East. There was widespread doubt about the likelihood of the Fed¬ 
eral Republic achieving economic “viability” by the end of 1952, the 
cutoff date for ERP aid. 43 

In fact, the extent to which the Marshall Plan contributed to the 
West German economic miracle has been a subject of much debate. 
Werner Abelshauser has argued that growth began before the currency 
reform, that is, before any Marshall Plan aid reached European shores; 
and he has characterized West Germany as the “stepchild” of the Mar¬ 
shall Plan, since it received considerably less aid than the other coun¬ 
tries of Western Europe. 44 Other scholars have argued that the aid 
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given to the Federal Republic, though it was substantially less than that 
extended to other recipient countries, nevertheless targeted key bot¬ 
tlenecks and facilitated essential imports, provided better-quality food¬ 
stuffs and raw materials required for sustained industrial growth, 
offered political-psychological support (and thus helped stabilize con¬ 
fidence in the deutschmark), and ensured that the West German re¬ 
covery meshed with (and helped fuel) that of Western Europe. 45 

Less disputed is the emphasis of the Marshall Plan on productivity in 
heavy industry and on high rates of capital formation, not only in Ger¬ 
many, but throughout Western Europe. Practicing what Charles Maier 
has called “the politics of productivity,” Marshall planners “sought to 
transform political issues into problems of output, to adjourn class con¬ 
flict for a consensus on growth.” 46 By 1948-49 Europe was investing 20 
percent of its GNP. 47 In France the industrial modernization drive em¬ 
bodied in the 1949 Monnet Plan drew 90 percent of its resources from 
Marshall Plan sources. 48 By 1951 Marshall Plan funds were facilitating 
similar modernization plans throughout Western Europe. 49 Productiv¬ 
ity, meanwhile, meant not just higher production but increased output 
per worker. Here, the Marshall Plan played a pedagogical role. In all of 
the recipient countries, Marshall Plan officials created productivity 
councils and introduced productivity incentives. Both business and la¬ 
bor delegates took trips to the United States, touring American facto¬ 
ries. In short, there was a “gospel of productivity” being preached on 
both sides of the Cold War divide. 50 

In West Germany, Marshall Plan aid followed a similar course, as did 
the changing drift of economic policy in general. Although the cur¬ 
rency reform had diverted investments from the basic goods sector to 
consumer goods, authorities soon shifted the balance back. As a con¬ 
sequence, West Germany achieved exceedingly high rates of invest¬ 
ment. 51 An equally crucial element in the “consensus” on productivity 
was the slow rate of wage growth accepted by weak labor unions through¬ 
out western Europe. In this regard, West Germany was no exception. 
Historians of the period have characterized the position of organized 
labor as one of “wage restraint,” even “wage renunciation.” 52 Like their 
East German counterparts, West German officials recognized the need 
for continued material sacrifice as an inescapable condition of recov¬ 
ery. 53 Ironically, the SED formula “Produce More—Live Better” seemed 
like a strategy more faithfully followed in West Germany than in the 
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East. Far from evincing the traits of a modern “consumer society,” the 
Federal Republic of the early 1950s was, as one historian has suggested, 
more of “a ‘work society,’ the more so since working long hours was the 
only way for most workers to secure the bare means of existence for 
their families.” 54 

Nevertheless, as grim as everyday life was for most people in East and 
West Germany—indeed, throughout Europe—in the early 1950s, the 
similarities should not obscure at least one crucial difference: in West 
Germany people were producing more and, as a consequence, they were 
beginning to live better—better, that is, than they had been living and 
better than their compatriots in the East. For with an effectively func¬ 
tioning incentive structure, there was now an obvious and direct con¬ 
nection between “producing more” and “living better.” Between 1949 
and 1952 West Germany’s production index rose from 83 to 146 
(1936=100). In 1952 the Federal Republic achieved the first in a long 
string of trade surpluses with its Western European neighbors. As the 
process of trade liberalization unfolded, total trade quadrupled to $1 bil¬ 
lion annually, and unemployment was reduced by a third. 55 Working- 
class households in the West were able to spend lower percentages of 
their disposable income on food and clothing than those in the East. 56 
Nor did West German consumers face the chronic shortages, poor-quality 
products, wrong assortments, and prolonged rationing with which East 
Germans continued to live. 

Within the East German economic bureaucracy itself voices were 
now raised in opposition to the prevailing priorities pursued by the 
SED leadership, voices that pressed the unsettling, almost taboo, cause 
of consumer demand. Although the years before the uprising of June 
1953 mark the period of most intransigent and unapologetic produc- 
tivism, there was already emerging a nascent, uncoordinated consumer 
supply lobby within the planning apparatus. Located in the Adminis¬ 
tration (and later, Ministry) for Trade and Provisioning and finding its 
clearest outlet in specialized journals for domestic trade, that lobby was 
already developing a language and a set of goals aiming toward build¬ 
ing a more articulated consumption regime, toward a wider and richer 
array of consumption offerings. 

The question of consumer advocacy in the GDR is only beginning to 
attract scholarly attention, particularly from the perspective of gender 
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studies and Alltagsgeschichte. As important as this approach has been for 
understanding consumer culture and gender relations in everyday life, 
however, it has been less fruitful for analyzing relationships within the 
state and its economic institutions. The emphasis has been on the role 
played by women’s organizations and women officials as advocates for 
female consumers. 57 But the institutions and figures under study, in 
fact, had no sustained role in the planning of consumption, and in prac¬ 
tice they acted far more as apologists for austerity than as consumer ad¬ 
vocates. As these pages attempt to show, there was a more important 
and revealing source of consumer advocacy, one defined not by ques¬ 
tions of gender but by those of institutional responsibility and function 
within the planned economy, in short, by the tasks and requirements of 
domestic trade. 58 

Admittedly, officials in domestic trade were concerned primarily 
with avoiding provisioning crises and fulfilling—or, in contemporary 
officialese, “overfulfilling”—their sales plans, an achievement that held 
out the prospect of bonuses. Moreover, it would be misleading to sug¬ 
gest that consumers themselves recognized in trade functionaries their 
champions vis-a-vis the state. For most consumers any over-the-counter 
interaction with retail employees tended to be characterized by either 
strictly personal relations and exchanges of favors (Beziehungen) or by a 
spectrum of hostility ranging from cool indifference to outright aggres¬ 
sion. But in seeking to protect their own interests, trade functionaries 
also represented, by extension, those of consumers. If the interests of 
the two parties were not identical, they undeniably overlapped. It is in 
this sense that one can speak of a consumer supply lobby, though, 
again, one should understand it less in terms of particular individuals 
than in terms of a necessary function arising from within the structure 
of East Germany’s political economy, a function left to domestic trade. 
For it is rare that one can identify and trace over several years the ef¬ 
forts of individual consumer supply lobbyists. Trade functionaries 
tended to be relatively poorly paid compared to their counterparts in 
industry, and as a result there was a relatively high turnover in trade 
personnel. Consequently, it is necessary to hold in view the task itself, 
the location within the bureaucracy where it was taken up, and, where 
possible, the series of individuals whose careers, for a time, intersected 
with the challenge of consumer supply. 

In the midst of the preparations for the Two-Year Plan, for example, 
Ganter-Gilmans contributed an article to the official trade journal, Die 
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Versorgung, that explicitly challenged the SED’s “Produce More—Live 
Better” mantra. The purpose and meaning of any state’s economy, he 
stressed, “can only be to improve the living standard of the individual 
in order [then] to increase joy in work and work productivity.” 59 His 
emphasis on the individual flew straight in the face of the ubiquitous 
calls for subordinating the individual need to the general need. Al¬ 
though he acknowledged the priority of developing industry in Russia 
(he avoided speaking of the Soviet Union), he insisted that for Ger¬ 
many the formula must be reversed, with industry taking consumer 
supply as its point of departure. 

Constituting the front line of contact with consumers, domestic 
trade (Handel) was quickly assuming the role of advocate, or “represen¬ 
tative,” for their interests. No longer content with playing the part of 
mere allocator (Verteiler), trade now aspired to fulfill all the functions 
commensurate with its position as the point of contact between 
producers and consumers. Trade officials insisted with increasing 
frequency on the need for greater influence over the production of 
consumer goods. If manufacturers continued to deliver merchandise 
that was faulty, unsuitable, or late in coming, it was the duty of whole¬ 
salers and retailers to send it back where it came from. 60 If trade was 
denigrated as an “unproductive” part of the economic process, if it was 
castigated as a black hole where negligence and greed caused scarce 
commodities to be siphoned off into “dark channels,” then trade func¬ 
tionaries highlighted the challenges they faced and the “creative” 
(schopferisch) contribution they made to the economy as a whole. 61 Be¬ 
yond the mere fact that consumer advocacy could serve the imperative 
of fulfilling sales plans, it also served as the only possible argument for 
highlighting the importance of trade and thus for bolstering its claim 
on resources, investments, and prestige. Here, trade functionaries 
could claim to be making their indispensable contribution to the ap¬ 
peal of socialism and thus to the legitimacy of the new regime. In the 
context of divided Germany, with the first signs of a return to normalcy 
in the West, it was an argument that possessed a force unique in the So¬ 
viet orbit. 

Officials in trade also began to consider a number of ways to im¬ 
prove their own work. As early modernizers, they recognized the need 
for a more sophisticated “market observation” (Marktbeobachtung), and 
they suggested canvassing the opinions of consumers. They considered 
ways of improving advertising, sales organization, store decoration, 
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customer service—in short, Verkaufskultur, a specifically East German 
term literally translated as “the culture of selling.” 62 In spring 1951 Die 
Versorgung was replaced by a new trade journal, Der Handel, the tide of 
which captured the rhetorical transition from the period of “provi¬ 
sioning” to a new era of real “trade.” Der Handel served as a forum for 
discussing all of the problems bound up with trade and consumer sup¬ 
ply. Through regular columns like “The Shopwindow of our Time” 
(Das Schaufenster unserer Zeit) and “Advertise and Design” (Werben und 
gestalten), it offered advice to retailers and salespeople on an array of 
questions affecting the quality of trade and the satisfaction of the needs 
of consumers. 63 

But the proponents of Verkaufskultur faced more than material and 
bureaucratic obstacles; theirs was a cause of considerable ideological 
ill repute. Official ideology explicitly excluded trade from the ranks 
of “important sectors” of the economy and repeatedly insisted on the 
need to keep down its costs. In popular consciousness, trade was asso¬ 
ciated with capitalist (if not Jewish) middlemen who drove up prices at 
the expense of consumers. 64 The constraints within which trade func¬ 
tionaries labored were readily apparent in their own argumentation. 
In an attempt to elaborate the concept of Verkaufskultur, for example, 
one contributor to Der Handel was compelled to distinguish explicitly 
between past and present, conceding at the outset that “the earlier 
Verkaufskultur ’ had been just another weapon in the arsenal of “lying 
advertising [Reklame], gushing compliments, and pushy subservience” 
with which “profit-seeking” retailers foisted “the lousiest junk” on their 
customers. 65 The new Verkaufskultur, though it embraced the same ex¬ 
tra touches designed to make the retail experience as pleasant as pos¬ 
sible for the customer—cleanliness, politeness, good service, useful 
advice, appropriate store decorations, and advertisement (Werbung )— 
constituted a genuinely disinterested service seeking only to accom¬ 
modate the real interests of the customer by providing the best 
products for the best value. 66 Proper Verkaufskultur meant “advising cor¬ 
rectly, serving individually, and so arranging the sale that the purchase 
is made as easy as possible for the working people.” 67 The intended im¬ 
plication was clear: workers well served by Verkaufskulturwould be happy 
shoppers and, consequently, more productive workers. 

In addition to being well served, East Germans were also to be well ed¬ 
ucated as consumers. The suggestion that good Verkaufskultur meant pro- 
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viding what shoppers “really” needed hinted at a pedagogical impulse 
made more explicit on several occasions. With not a little condescen¬ 
sion, consumer supply lobbyists spoke of the need to educate, or guide, 
taste (Geschmacksbildung or Geschmackslenkung). Contributors to the dis¬ 
cussion suggested that consumer taste had not kept up “with the swift 
political and economic development” of the immediate postwar years 
and that the education of taste might take place in the press, in discus¬ 
sions with customers on the selling floor, and in advertisements for new 
products in which examples of “good” and “bad” production would 
“impart the necessary clarification.” 68 Others claimed that not only 
had consumer taste not kept pace with postwar developments, it had in 
fact “been corrupted for generations by [the] commercially diligent 
advertising of entrepreneurs [geschaftstiichtige Unternehmerreklame\ and 
through bad examples.” Hence the persistence of “cultivated petit- 
bourgeois taste” and its hankering after “knickknacks and ornamen¬ 
tation [Nippes und Verzierung] .” 69 The intended connection between 
petit-bourgeois taste and petit-bourgeois consciousness was self-evident. 

To serve the aims of VerbaufskuItur was also, apparently, to serve a yet 
higher ideal, that is, Kultur itself. No less a figure than the literary lu¬ 
minary Anna Seghers lent her voice to the cause: “In our society no 
artistic talent can be wasted that devotes itself to manufactured goods, 
stores, and shopwindows.” At a moment in history pregnant with “com¬ 
plicated, still unanswered cultural questions,” she opined, one should 
not “balk at directing one’s attention to a frame [the shopwindow] that 
hangs in no exhibition but is able at every moment to educate count¬ 
less people, politically and artistically.” The overlapping of political, 
cultural, and Verkaufs-cuXturdl messages was most clearly embodied in 
the more overtly political tableaux presented in the shopwindows of so¬ 
cialist countries. Slogans celebrating the achievements of the Five-Year 
Plan, the enduring friendship and brotherhood of the Soviet Union, 
and the virtues of hard work regularly accompanied displays of con¬ 
sumer goods. Seghers pointed to the shopwindows in Prague as partic¬ 
ularly instructive in their felicitous, formal combinations of political 
message and consumer enticement. Hence this description of a display 
window for a store selling women’s fashions: 


In the foreground are some dress models, just a few, beautiful, beauti¬ 
fully presented. The emblem for the Five-Year Plan does not pop up 
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inorganically, like some useless arabesque, [with] the decree from 
[Clement] Gottwald [placed] somewhere else. By drawing the [female] 
observer correctly into the construction of the shopwindow, it is clear 
from where she is able to buy all these good and lovely things to which 
she is entitled as a working woman of her people. What is important 
here is that the connection is so self-evident, the instruction so com¬ 
pletely in the rhythm of the display, that it neither obtrudes, nor is it to 
be overlooked. 

For Seghers the shopwindow at its best was like a miniature theater, 
static but enlightening, “an unobtrusive little stage on which a social 
scene rolls out” for the edification of passersby. 70 

Thus, although the consumer supply lobby challenged the produc- 
tivist priorities of the SED leadership, it nevertheless reproduced in the 
sphere of consumption the paradoxical understanding of democracy 
inherent in the “antifascist” renewal prescribed by the regime. The so¬ 
ciologist Sigrid Meuschel has formulated that understanding in the fol¬ 
lowing terms: “the people,” having been “liberated” from fascism, was 
now supposed to decide its political fate for itself. But as long as the 
people failed to overcome its National Socialist tendencies, it required 
reeducation. 71 And as Meuschel suggests, in the context of the Soviet 
zone the distance separating the SED’s notion of “antifascist reeduca¬ 
tion” from a Marxist-Leninist proclivity to censure “false conscious¬ 
ness,” never great to begin with, quickly narrowed. The proponents of 
Verkaufskultur posed a similar paradox: in one sense, consumers had a 
legitimate claim to have their needs satisfied, including those for good- 
quality merchandise, the correct assortments, good service, and a shop¬ 
ping experience that was as pleasant as possible; but in another sense, 
the deleterious effects of generations of lying advertising, corrupted 
taste, and debased consumer consciousness called into question their 
own knowledge of their needs and therefore made absolutely necessary 
the controlling tutelage of socialist tastemakers. In the end, it was as 
difficult to ascertain where “needs” ended and “taste” began as it was 
to know whose needs were in fact being discussed—the needs of citizens 
for consumer goods, their need for an education in taste (and politics), 
or the regime’s need to control both needs and taste, however vaguely 
defined. 

There was a recent German precedent for the notion that con¬ 
sumers could be educated and consumption guided in ways desired by 
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the state. During the 1930s and 1940s the Nazi regime had attempted 
to subordinate consumption to the priority of rearmament. Hence its 
avowed goal of “consumption guidance” (Verbrauchslenkung), however 
unrealized it was in practice. 72 But the decisive precedent for East Ger¬ 
man trade-and-provisioning advocates was the already extant but 
deeply conflicted Soviet idiom for discussing consumerism. As Sheila 
Fitzpatrick has shown, there emerged in the Soviet Union in the mid- 
1930s a drift away from the austerity and ascetic puritanism that had 
characterized the years of the first Five-Year Plan and the Cultural Rev¬ 
olution. 73 A new tolerance, even encouragement, of material pleasures 
was signaled by Stalin’s famously self-serving observation: “Fife has be¬ 
come better, comrades; life has become more cheerful.” Presided over 
by Anastas Mikoyan, the Communist Party leader in charge of provi¬ 
sioning, the new trend embraced exotic new products, such as frank¬ 
furters and ice cream. Communist leaders abandoned the military style 
of dress favored in the 1920s and sought to popularize European-style 
clothing. Fuxury goods such as silk stockings were again fashionable in 
elite circles. On the eve of the Great Terror, the Soviet Union seemed 
to be embarking on a belatedjazz age, as a new leisure culture emerged, 
consisting of jazz music, fox-trots, tennis, and entertaining new sound 
movies like Happy-Go-Lucky Guys (1934) and Volga-Volga (1938). 

But even this relatively happy interlude was complicated by a nag¬ 
ging unease and a compulsive need for control, as Soviet leaders 
insisted that Soviet consumers had to be educated. Hence the didacti¬ 
cism of Soviet advertising and the perceived need to subject consump¬ 
tion to the larger civilizing mission carried forward by the so-called 
vanguard elements in Soviet society. The proliferation of new products 
like ketchup and eau de cologne, as long as it proceeded under the 
control of Communist officials, was acceptable because, far from being 
a sign of “bourgeois decadence,” it was actually a prerequisite for turn¬ 
ing Soviet citizens into cultured people. Proficiency in the act of con¬ 
suming was akin to mastering good manners, appropriate dress, and, 
at a more advanced level, the works of Pushkin. 

The conflation of consumption and culture was also one of the ways 
in which Soviet leaders justified privilege amid scarcity. Stalin’s appro¬ 
priation of the term “intelligentsia” to encompass all Soviet elites 
served to confer on Communist officials the claims of cultural superi¬ 
ority enjoyed by intellectuals and artists. The Soviet social hierarchy, 
in other words, was “conceptualized in cultural terms.” Stalin’s intelli- 
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gentsia, as Fitzpatrick suggests, “was privileged because it was the most 
cultured, advanced group in a backward society.” 74 (Meanwhile, mem¬ 
bers of this intelligentsia were not above squabbling among themselves 
for privileges within privilege. As Nadezhda Mandelstam observed at 
the small, Crimean resort of Gaspra, near Yalta, “there were also dis¬ 
gusting scenes over the allotment of rooms in the rest homes, with 
everybody shrieking about the learned qualities which entitled him to 
a bigger and better one.”) 75 

East German trade-and-provisioning advocates had to hold up the 
Soviet Union and Soviet trade methods as models to emulate. As the 
lead article in the February 1950 issue of Die Versorgung reminded its 
readers, those East Germans “lncky enough” to have visited the home¬ 
land of “triumphant socialism,” whether as prisoners of war or as mem¬ 
bers of postwar delegations, invariably returned with accounts about 
“the abundance of commodities in the shops and department stores in 
all parts of the great Soviet land.” 76 According to Die Versorgung, the So¬ 
viet retail landscape was a public mirror reflecting the wealth and well¬ 
being of Soviet life, a prosperity reserved not just for the few but for 
“every member of Soviet society.” Other champions of Soviet trade con¬ 
trasted it directly with the American nemesis. In the words of Greta 
Knckhoff, chair of the HO’s administrative counsel, “Onr goal is not a 
Woolworth culture of standardization [Einheitskultur], but rather a 
richly articulated Verkaufskultur that does justice to the desires of our 
population.” In her travels through the Soviet Union, she claimed, she 
was “repeatedly struck by the variety of goods offered; the colorful bril¬ 
liance of the displays, which [drew] the population into the main streets 
until late in the evening for happy strolling, and which transform [ed] 
the walk through the shops into a journey of discovery.” 77 

East German trade functionaries were called upon to make their 
own journeys of discovery as they adopted the methods of Soviet-style 
industrial labor competitions. 78 In April 1951 the trade union organi¬ 
zation for workers in trade launched the first of what would be count¬ 
less contests (Wettbeiuerbe), in which individual HO and Konsum stores 
were exhorted to compete for the honorific title of “Retail Outlet with 
Excellent Verkaufskultur. ” The principal measure of success was the ex¬ 
tent to which the stores were able to fulfill their sales plans and stick to 
their overhead cost plans. To awaken interest among retailers, sales in¬ 
structor “brigades” were dispatched to stores to offer advice on how 
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they might elevate the level of their Verkaufskultur and thus boost sales. 
But as Der Handel reported, entry registrations showed “that a large per¬ 
centage of stores have not yet decided to participate in the competi¬ 
tion.” 79 Sales instructors were more often than not “received with some 
‘hostility,’” an indication that salesladies and store managers were “not 
yet clear about the meaning of the instruction.” 80 By the end of the 
year, Dr. Karl Hamann, minister for trade and provisioning, bemoaned 
the dismal results: “Only a relatively small number of the HO and Kon- 
sum stores participated in the competition for the distinction of being 
a retail outlet with the best Verkaufskultur. That is an alarming signal for 
how the trade organs until now have misunderstood the significance of 
an improved Verkaufskultur. ;” 81 On the contrary, they were most likely 
perfectly clear about the significance of Verkaufskultur; but they no 
doubt also understood only too well the significance of chronic short¬ 
ages, poor-quality goods, and the wrong assortments and sizes. 82 After 
all, it was the salesladies and store managers who had to brave the crit¬ 
icisms, insults, and anger of dissatisfied customers. How were they to 
practice “the culture of selling” without suitable merchandise to sell? 

In the following spring and summer, events unfolding on the interna¬ 
tional stage began to have significant repercussions on the little drama 
playing out in the shopwindows across East Germany. On March 10, 
1952, as the Western powers neared the completion of negotiations on 
the creation of a European Defense Community (EDC), which was to 
include a rearmed West Germany, Stalin sent off the first in a series of 
notes offering to explore the possibility of establishing a reunited, neu¬ 
tral Germany. In what the British foreign secretary, Anthony Eden, 
called “the battle of notes,” the West, skeptical of Stalin’s motives, pur¬ 
sued a strategy of delay, keeping an ear open to Soviet proposals while 
simultaneously moving ahead with agreements to end the military oc¬ 
cupation of the Federal Republic and bring it into the proposed EDC. 
In the meantime, Western leaders insisted on free elections as a pre¬ 
requisite for creating an all-German government. The elections, they 
argued, would have to be held under the supervision of the United Na¬ 
tions and not under that of the four occupying powers, as the Soviets 
had suggested in a second note of April 9. But the final Soviet note, 
sent in late May, evinced a noticeable cooling of enthusiasm for the 
whole idea, and the initiative of March 10 was abandoned. Whatever 
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Stalin’s motives may have been (and this question has been the source 
of much debate and speculation), 83 the more intimate, and now mili¬ 
tary, integration of the Federal Republic into the Western alliance trig¬ 
gered a chain of events in East Germany leading to a crisis that nearly 
brought about the collapse of the SED regime. The events preceding 
the uprising of June 17, 1953, are now familiar and need not be re¬ 
counted in full here. 84 Of special interest to this chapter, however, is 
the provisioning crisis at its heart and the response of the regime to its 
increasing gravity. 

The fateful moment invariably singled out in accounts of the upris¬ 
ing is the SED’s Second Party Conference held in July 1952. Here, Wal¬ 
ter Ulbricht proclaimed the GDR’s readiness to embark on “the 
construction of socialism” and the creation of a national defense force. 
The era of the “antifascist, democratic order” would now give way to 
the regime’s ambitions to take its place alongside the other “people’s 
democracies” of Eastern Europe. Above all, this effort meant forcibly 
diminishing the extent of privately owned enterprise in those sectors of 
the economy where it still made up a majority, namely, in agriculture 
and handicrafts. Thus, in the countryside there was an intensification 
of the campaign against “large peasants” (Grofibauerntum), that is, those 
who owned more than twenty hectares of land. Their failure to make 
tax payments on time or to fulfill delivery quotas was taken as a pretext 
for outright confiscation of property and, in many cases, arrest. Simul¬ 
taneously, a combination of material incentives and overtly applied 
pressure was employed to force smaller independent farmers and 
handicraft producers into joining state-sponsored cooperatives. 

The economic strains introduced by the measures announced at the 
Second Party Conference were considerable. The effort to create a 
defense force, the Kasernierte Volkspolizei (People’s Police in Barracks 
or KVP) was a serious burden which had to be borne by the GDR. Be¬ 
tween the summer of 1952 and mid-1953, the rearmament effort 
claimed DM 2 billion in resources, as East Germany purchased World 
War II-era weaponry from the Soviet Union and paid for it with the 
products of its own machine-building and chemical industries. 85 The 
industrial potential required constituted a substantial drain on domes¬ 
tic needs for both capital and consumer goods. Moreover, as a result of 
reformulating the economic plan for 1953 to accommodate rearma¬ 
ment, imports were significantly reduced, including raw materials for 
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producing manufactured consumer goods. 86 SED leaders, acutely 
aware of these burdens, sought help from Moscow in the form of con¬ 
sumer goods deliveries, a lessening of reparation demands, and the re¬ 
vision of other unfavorable export arrangements with the Soviet 
Union. But their requests went unanswered. 87 

In the meantime, they pressed ahead with the construction of so¬ 
cialism. Particularly harsh were their efforts in the countryside, which 
vastly inflated the number of East Germans fleeing to the West. Be¬ 
tween 1950 and 1952 the monthly average had been approximately 
15,000. In the first half of 1953, that number more than doubled to 
37,500. In March alone 59,000 people fled the GDR. 88 As a result, by 
April 1953 over five hundred thousand hectares of productive farm¬ 
land lay fallow. 89 Not only farmers fled, but also citizens in those non- 
working-class groups targeted by an array of willfully punitive measures 
ranging from discriminatory taxation to the denial of ration cards. But 
perhaps the greatest incentive for flight was the rapid emergence of a 
provisioning crisis reminiscent of the worst moments of the occupation 
period. Brought on by the great disruption of agricultural production 
caused by the SED’s attempts at forced collectivization, the crisis had 
disastrous results for consumers, only further intensified by simultane¬ 
ous reductions in social services and increases in prices for health care, 
public transportation, and increasingly scarce consumer goods. Finally, 
in announcing a new, across-the-board, 10 percent increase in work 
norms for industrial workers, the SED leadership alienated its own os¬ 
tensible constituency. The new work norms, combined with the in¬ 
creased prices for consumer goods, would have effectively reduced the 
real wages of many workers by 25-30 percent. 

Why did SED leaders push so hard, with such apparently unthinking 
obduracy? In part, they were driven by ideology, in particular by that 
thesis of Stalin’s according to which the transition from capitalism to 
socialism was inevitably accompanied by an intensification of class con¬ 
flict, since all nonsocialist forms of production were viewed as obstacles 
to developing a socialist economy. Lending an especially vitriolic tone 
to the whole endeavor was the poisonous resurgence of the campaign 
against the “inner enemy” then raging throughout the Soviet bloc as a 
result of the Slansky show trial in Czechoslovakia. Not since the Stalin- 
Tito split had the search for “agents of imperialism,” “saboteurs,” and 
“party enemies” assumed such pathological and grotesque propor- 
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tions. Within East Germany the slogan “Purity and Unity” accompa¬ 
nied the arrests of thousands, including even government ministers 
and Politburo members. By the end of 1952 the transformation of the 
SED into a “party of the new type,” a project formally launched in 
1948-49, had resulted in the purging of hundreds of thousands of SED 
members, most of them former Social Democrats. 90 

In its attempts to manage the mounting consumption crisis between 
the fall of 1952 and June 1953, the regime mustered a stunning display 
of intransigence, as it bore down and redoubled its efforts along all- 
too-familiar lines. On the one hand, through a program of “priority 
provisioning” (Schwerpunktversorgung), it further extended the produc- 
tivist impulses behind Order no. 234. Priority provisioning would seek, 
in the midst of yet another round of austerity and belt tightening, to 
maintain the consumption privileges of workers in heavy industry and 
in the newly collectivized Agricultural Production Cooperatives ( Land- 
wirtschaftliche Produktionsgenossenscliaften or LPGs). On the other hand, 
East German leaders simultaneously continued to pursue visions of so¬ 
cialist splendor, as they developed plans for the introduction of new 
luxury stores (Luxusladen) and as they moved forward with a “National 
Construction Program,” the centerpiece of which was the much cele¬ 
brated Stalinallee. 91 Hailed as “the first socialist street” and conceived 
as a showcase of socialist prosperity, the broad, expansive boulevard 
running through the heart of East Berlin turned out to be, at the time 
of its building, an untimely gesture of filial allegiance to the great So¬ 
viet leader, a case of contrived magnificence gone awry. Completed in 
the wake of the suppressed uprising, the Stalinallee seemed the very 
embodiment of Stalin’s power, crushing in its monumentality, brutal in 
its demand for recognition as one of the finest, most dazzling jewels in 
the crown of socialist achievement. 

A Politburo directive of January 1953 succinctly captured the role of 
trade in the construction of socialism and, with it, the essence of prior¬ 
ity provisioning. “The development of commodity sales,” it read, “must 
proceed in such a manner that it encourages to the utmost the swift de¬ 
velopment of the most important branches of industry and high levels 
of production.” 92 Once again, a reminder: trade was to serve industry. 
In practice, however, the task was hardly so clear. At a meeting of the 
Kollegium of the Ministry for Trade and Provisioning in November 
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1952, a number of questions emerged that revealed several of the com¬ 
plexities involved. 93 How was the effort to be organized? Should there 
be a fixed list of firms slated for priority provisioning, or should the list 
be more flexible, that is, updated on a quarterly basis? Which firms 
should receive priority for which types of consumer goods? Should the 
priority-provisioning plan be based on a not-yet-formulated overall 
commodity supply plan, or should one go ahead and plan consumer 
supply for the privileged and then allocate whatever was left over to the 
rest of the population, knowing full well that the remainder would fall 
far short of satisfying consumer demand? 

The task for trade was further complicated by the fact that in carry¬ 
ing out its new responsibilities it would have even fewer resources at its 
disposal than it had hitherto been granted. 94 At the same time, officials 
in the State Planning Commission took the Ministry for Trade and Pro¬ 
visioning to task for what they characterized as badly balanced, poorly 
coordinated, and irresponsibly inflated commodity supply plans for 

1953. The ministry was thus forced to lower its supply plans, as well as 
its requests for investment funds. 95 Reeling from these setbacks, trade 
functionaries then had to cope with the imposition of an official 
“austerity regime” (Sparsamkeitsregime), according to which the costs 
of trade and provisioning had to be kept to an absolute minimum. 
And yet complaints about excessively low wages for sales personnel 
abounded. At a meeting of local trade-and-supply officials one HO 
food-store employee gave expression to the general frustration with 
the austerity regime: 

On austerity: How much does the half hour cost that delayed today’s 
meeting? Where is the connection between the leadership and the sales 
personnel? Most of the salesladies don’t even know the director. Where 
are the good salespeople? Because of the bad pay, they all go into pro¬ 
duction or into the administration . . . What does the Ministry for Trade 
and Provisioning plan to do? It saves at the expense of salesladies, but 
not at that of the administration . 96 

In addition, SED leaders plotted a further decline in the significance 
of private retail, in particular for the provisioning of manufactured 
consumer goods. For foodstuffs, however, they recognized that private 
retail would have to continue to play an important role. As a report 
from October 1952 on the development of private retail pointed out, 
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“A decrease in the contingents of these goods would damage the 
smooth provisioning of the population since the retail net of socialist 
trade, above all that of the consumer co-ops, is not yet sufficient to 
guarantee a satisfactory supply of foodstuffs.” 97 Exactly how the regime 
hoped to maintain private retail as a smoothly functioning arm in the 
task of food supply while at the same time attacking private retailers as 
class enemies was a question the report did not address. 

Its failure to question the assumption that the supply of manufac¬ 
tured items posed less of a challenge than food supply amounted to yet 
another instance of wishful thinking. One month earlier, trade and in¬ 
dustry officials had explicitly discussed the likely drain on the supply of 
textiles and clothing for the population, resulting from government 
contracts for the production of uniforms for the KVP. “Through the 
government program,” a representative of light industry admitted, 
“not only men’s ready-made clothing but also women’s ready-made 
would be affected.” But, he added, “we are all clear-thinking political 
people, and we must know what receives priority in our present politi¬ 
cal situation. It’s useless to produce fabric for coats and winter clothing 
if we haven’t already taken measures for the protection of our repub¬ 
lic.” Trade officials could hardly disagree. In the words of one co-op 
(Konsum) representative, “The government measures are not to be 
seen as regular contracts. For us it is clear that in the planned con¬ 
struction of socialism measures must first be taken for the security of 
our new state.” Another Konsum official suggested that the co-ops, as a 
mass organization, could also play a useful pedagogical role by ex¬ 
plaining to customers why the provisioning of winter clothing would 
not be “as we wish and as trade demands.” The co-ops would make clear 
to people the futility of producing “the most beautiful ladies’ and 
men’s overcoats in order that they be worn in air-raid shelters.” 98 It was 
a suggestion that well reflected the deliberately invoked atmosphere of 
crisis and impending war. 

In keeping with the construction of socialism, the regime had cre¬ 
ated several Coordination and Control Agencies (Koordinierungs- und 
Kontrollstellen) in the summer of 1952. The agency embracing provi¬ 
sioning, the Coordination and Control Agency for Domestic Trade 
( Koordinierungs- und Kontrollstelle fur Binnenhandel or KKB) included 
representatives from several ministries (Trade and Provisioning, Light 
Industry, Finances) and from the State Planning Commission (SPK). 
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Although it did not formulate policy, the KKB, as its name would sug¬ 
gest, did try to ensure a more efficient coordination of the work car¬ 
ried out by the various administrative bodies involved in consumer 
supply. Thus, its leader, Herbert Strampfer, a former minister of labor 
in Thuringia, acted as the point man between Leuschner in the SPK 
and the different ministers involved in consumer supply. 

The KKB also served as another funnel for information about the 
state of provisioning and the mood of the population. Already, in Oc¬ 
tober 1952, Strampfer was receiving reports highlighting serious prob¬ 
lems. In Erfurt, for example, “a catastrophic situation” had developed 
with regard to the supply of fat. At one HO department store, “enor¬ 
mous amounts of people” stood in line for hours trying “to force” the 
store to sell butter, margarine, and oil. According to the report, 
“agents” were leading discussions intended “to undermine the popula¬ 
tion’s trust in the government.” Invoking the “guns-and-butter” debate 
of the Nazi years, the waiting multitudes openly denounced the GDR’s 
commitment to producing “guns instead of butter.” Frustrated with 
waiting and “moved to exasperation,” they eventually resorted to “acts 
of violence against salespeople.” 99 

One week later, the KKB was reporting severe shortages in cotton un¬ 
derwear for the entire GDR. Orders originally planned for state-owned 
manufacturers had to be canceled so that they would be able to pro¬ 
duce military uniforms, but private manufacturers were unable to pick 
up the slack. Consequently, millions of articles of cotton clothing could 
not be made available to retailers. 100 There were attempts to make up 
the difference by mobilizing hitherto unsold inventory held in ware¬ 
houses by wholesalers and retailers. But the unsold merchandise dated 
back to 1950, if not earlier, and was more often than not of poor qual¬ 
ity and thus unsellable at the prices demanded. 101 As trade organs 
pleaded in vain for a more flexible price policy, 102 embarrassing stories 
began to appear in the press. The Berliner Zeitung published an article 
under the headline “Millions of items stuck at the HO.” The subhead¬ 
line was explicit: “Bad Commodity Has the Highest Price/Finance 
Ministry Must Finally Undertake a Price Differentiation.” 103 

Rather than bend their policies, SED leaders seemed more inclined 
to indulge their obsessions with “agents” and “saboteurs.” According to 
Ulbricht, KKB leaders were failing to address the real problem. As he 
explained to Grotewohl, vast amounts of foodstuffs were being willfully 
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“abandoned to destruction,” and workers in the Ministry for Trade and 
Provisioning were pursuing “direct sabotage.” 104 Local party leaders 
appeared to concur and passed along reports that seemed to confirm 
Ulbricht’s own fears. 105 The number of trials against “economic crimi¬ 
nals” escalated. In December 1952, Hamann was arrested, and respon¬ 
sibility for the chaos in consumer supply was attributed to him and his 
ostensibly agent-infested ministry. 

Incongruously, the announcement of the construction of socialism, the 
elaboration of priority provisioning, renewed calls for material sacrifice, 
and the hysteria about “inner enemies” were accompanied by efforts to 
enhance the level of luxury available in HO stores. As Leuschner in¬ 
formed the ministers of trade and provisioning, light industry, and ma¬ 
chine building, “In our state-owned trade there is a lack of luxury 
goods. We are of the opinion that we must as quickly as possible make 
the transition to producing such luxury goods.” He produced a long list 
of the items he had in mind: high-quality gold watches and jewelry, au¬ 
tomobiles, motorcycles, high fashion, silk underwear, high-quality shoes, 
excellent perfumes and soaps, leather goods of the highest-quality work¬ 
manship, expensive furniture, pianos, cameras, refrigerators, vacuum 
cleaners, hair blow-dryers, sumptuous delicacies, pastries, and choco¬ 
lates. He invited the ministers to extend the list and insisted, “We can 
produce all these goods in the GDR. We are prepared to make available 
the necessary materials.” Indicating the importance of the effort, he 
added, “We draw attention to the fact that the working out of these pro¬ 
posals can tolerate no delays.” 106 

The ministers did produce revamped lists, and the discussions 
within the bureaucracy about the luxury stores continued through the 
fall, even as plans for consumption cutbacks in 1953 crystallized and 
the supply situation deteriorated. 107 In the meantime, the consumer 
supply lobby tried to press its cause within the confines of priority pro¬ 
visioning, hoping to expand the program’s purview. HO shopping 
hours were extended in centers of industry to make shopping easier 
for workers. There were attempts to enhance customer service by of¬ 
fering free delivery of certain kinds of goods. HO stores organized 
fashion shows for gatherings of customers. And the HO announced 
the opening of new stores aimed at satisfying the demands of youth. 108 

But nowhere was the cause of the consumer supply lobby more offi¬ 
cially embraced than in the Stalinallee, where the regime hoped to 
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hold up a reflection of socialist success both to its own citizens and to 
the West. Accordingly, the HO, the VdK (Association of Consumer Co¬ 
operatives), and the Berlin Magistrat all collaborated closely with the 
East German Building Academy. 109 The HO established a special work 
“collective” to work with the Building Academy on plans for the interi¬ 
ors of the HO stores lining the boulevard. According to a July draft of 
the “National Construction Program Stalinallee,” the sales personnel 
for the stores were to be enrolled in a special course of instruction. All 
of the normal administrative tasks involved in filling the stores with 
goods were to be accelerated. No efforts were to be spared in making 
the retail space of the Stalinallee a model for the entire GDR. To at¬ 
tract future customers, exhibitions were to be held, displaying models 
of the stores well before their scheduled pre-Christmas opening on De¬ 
cember 20, 1952. In total, there were to be nineteen HO food stores 
and twenty-seven HO stores selling manufactured commodities, in¬ 
cluding special stores for motorcycles, sporting goods, jewelry, stock¬ 
ings, porcelain, high fashion, fur coats, cosmetics, and fine leather 
goods. The stores selling manufactured goods, alone, were to employ 
two thousand workers. 110 In addition to the HO stores, the retail space 
of the Stalinallee was to include thirty-one Konsurn outlets, seven 
restaurants and cafes, three wash salons, two hair salons, the two-story 
Karl Marx Bnchhandlung, and a children’s department store (the un¬ 
usual Haus des Kindes, modeled after a newly opened children’s de¬ 
partment store in Prague). 111 

But as the consumer supply situation deteriorated, all visions of so¬ 
cialist grandeur were eclipsed by the accelerating crisis. For the Stalin¬ 
allee, difficulties in securing the necessary financing and an inability to 
obtain adequate commodity supplies made it impossible to realize the 
approved plans for its retail space. Despite repeated promises, the 
opening dates for the stores continued to be postponed. By the end of 
March 1953, only twenty-one out of the planned ninety-seven retail 
spaces had been opened. 112 For the GDR as a whole, there were now re¬ 
ports of shortages in an array of basic foodstuffs, including grain, 
legumes, meat, cooking oil, margarine, and butter. Even the modest 
commodity-supply plans worked out during the previous fall could not 
be fulfilled. For the first quarter of 1953, the supply of meat fell short 
by nearly 13 thousand tons, butter by 10.4 thousand tons, butcher’s fat 
by 500 tons. The shortages were felt not only by private retailers and 
Konsum outlets but also by HO shops, where an indefinite ban on the 
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sale of butter and sugar was introduced. 113 To make up for the scarcity 
of meat, consumers were offered eggs in exchange for meat coupons. 
Meanwhile, the shortages in textiles now forced substantial cutbacks in 
the production of work clothing. 114 

The regime’s response to the crisis was to substitute bureaucratic 
reshuffling for substantive rethinking, as if it had only to find the 
magic formula for synchronizing the machinery to solve its deepening 
problems. Thus, in February 1953 the KKB was replaced by a new co¬ 
ordinating mechanism, the State Commission for Trade and Provision¬ 
ing (Staatliche Kommission fur Handel und Versorgung or SKHV). 115 The 
SKHV was created as an arm of the Council of Ministers, technically 
the highest executive organ within the East German state bureaucracy. 
With Elli Schmidt as its leader, the SKHV was charged with overseeing 
the carrying out of the council’s directives on trade and provisioning. 
A leading Communist functionary during the Nazi years, Schmidt had 
spent the war in exile in the Soviet Union. After returning to Berlin, 
she took up leading positions within the KPD and the East Berlin Mag¬ 
istral. Between 1946 and 1954 she was a member of the Executive Com¬ 
mittee and then the Central Committee of the SED. Between 1950 and 
1953 she was a Politburo candidate. 116 And as leader of the SKHV, she 
now held the rank of a government minister. 

But these efforts at administrative makeover could not overcome the 
difficulties deriving from a set of essentially unchanged tasks stub¬ 
bornly pursued in a context of rapidly worsening conditions. Soon af¬ 
ter the creation of the SKHV, it became increasingly apparent that the 
program of priority provisioning was running into serious difficulties. 
The special department for the program that had been set up within 
the Ministry for Trade and Provisioning was seen as having failed to es¬ 
tablish a “truly systematic priority provisioning.” 117 The SED leadership 
struggled to balance contradictory pressures. While it remained com¬ 
mitted to priority provisioning and sought to improve the program, it 
was confronted with an insupportable gap between purchasing power 
and commodity supply. Even as it urged economic planners to find 
ways to improve the provisioning of workers in the most important 
branches of industry, it planned price increases for butter, margarine, 
textiles, leather shoes, stockings, and an array of semiluxuries. 118 Si¬ 
multaneously, Planning Commission and SED leaders dithered on pro¬ 
ducing a directive for improving the supply of what were now called 
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“mass-demand goods” (Massenbedarfsgiiter), a category the contents of 
which were at once self-evident and naggingly unclear. 119 An East Ger¬ 
man economic lexicon from the 1960s defined mass-demand goods 
vaguely as those “consumer goods which are constantly required for 
the satisfaction of the needs of the population, as for example, basic 
foodstuffs, clothing of standard quality, coal and electricity.” 120 The 
problem was that “mass demand” was not static. As we shall see, over 
the course of the decade economic planners would continue to wrestle 
with the confines of the category, uncertain in many cases of what to in¬ 
clude and exclude. 

In any case, more notable than the actual measures called for in the 
final Politburo directive was the fact that industry and finance now 
accompanied trade (the usual whipping boy in complaints about 
consumer supply) as objects of top-level criticism. Thus, the directive 
reprimanded industry, which, it claimed, “has not seized the necessary 
initiative for fulfilling the plan in all its positions and has not, in the 
production of mass-demand goods, expanded assortments in a man¬ 
ner corresponding to the desires [ Wunschen ] of the population. On the 
contrary, the supply of commodities in certain assortments has become 
more limited, and the quality has in part deteriorated.” 121 In similar 
fashion, finance was upbraided for its “inflexible price policy,” as a con¬ 
sequence of which the work of trade and industry was made more dif¬ 
ficult. And, as usual, trade was taken to task for its failure to press its 
demands on industry more forcefully and for its inability to distribute its 
supplies more effectively to those areas where they were most needed. 

The fact that industry and finance, in addition to trade, came under 
fire reflected not only the seriousness of the crisis but also the involve¬ 
ment of the Soviets. Just as the outcome of the “batde of notes” had set 
into motion the chain of events that precipitated the crisis, yet another 
occurrence of world importance beyond the borders of East Germany 
was to have a rippling effect of seismic proportions on the SED regime: 
on March 5, 1953, Joseph Vissarionovich Stalin expired. 

In the aftermath of Stalin’s death, the beginnings of a thaw in East- 
West relations appeared to emerge. The now collective Soviet leader¬ 
ship of Malenkov, Beria, and Molotov began to seek not only a greater 
dialogue with the West but also an easing of Stalinist austerity in favor 
of greater attention to the consumption needs of Soviet and East-bloc 
citizens. Already, in April Soviet leaders were advising SED leaders to 
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slow up on the forced tempo in their construction of socialism. But the 
SED leadership was divided. While Walter Ulbricht insisted on main¬ 
taining the commitment to hard-line policies, a group that centered 
around Rudolf Herrnstadt, the chief editor of Neues Deutschland, and 
Wilhelm Zaisser, a Politburo member and minister for state security, 
had come to favor, with Beria’s encouragement, the new initiatives 
from Moscow. Recognizing the need for a more generous provisioning 
of consumer goods and a relaxation of the regime’s harshest measures, 
Herrnstadt and Zaisser found sympathy from several leading SED fig¬ 
ures, including Anton Ackermann, Hansjendretsky, Elli Schmidt, Fred 
OelBner, and Heinrich Ran. Herrnstadt, Zaisser, and OelBner were es¬ 
pecially critical of Ulbricht’s dictatorial manner and personalization of 
power. Though they never aimed to purge him entirely from the ranks 
of the leadership, they were in favor of reasserting the principle of col¬ 
lective leadership and introducing a certain amount of democratization 
within the party. They also feared that Ulbricht’s uncompromising 
stance on the forced construction of socialism would undermine any 
chance of achieving the reunification of Germany—at the very moment, 
no less, when certain Soviet leaders, particularly Beria, were interested in 
pursuing the possibility of creating a reunited, “bourgeois-democratic,” 
and neutral Germany, Ulbricht, for his part, had no interest in sacrific¬ 
ing the GDR to this goal. Nor did he consider it realistic. 122 

At the May 13-14 conference (Tagung) of the SED’s Central Com¬ 
mittee, the ambivalence within the party leadership found telling ex¬ 
pression. On the subject of trade and provisioning, Schmidt held forth, 
issuing a series of criticisms of the work of the industrial ministries. “We 
must express very serious criticism of our industrial ministries,” she 
emphasized, “since in the production of mass-demand goods they have 
exhibited a punishable neglect. One has the impression that they con¬ 
sider their tasks in the production of manufactured consumer goods to 
be a burden.” 123 She expressed outrage that “the criticism the popula¬ 
tion brings to bear on the quality of the ready-made clothing, knitted 
goods, stockings, and shoes produced by light industry is completely ig¬ 
nored.” Her remarks extended to all the industrial ministries involved 
in producing consumer goods. It was only too evident, she continued, 
“that our ministers don’t go shopping in order to see for themselves 
what our population lacks in the most important manufactured con¬ 
sumer goods that make life easier for people.” She provided a short list: 
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“good” razor blades, pocketknives “that cut,” bathing caps, screws and 
nails, thumbtacks, “different sized” pots and pans, curtain rods and ac¬ 
cessories. “I, therefore, propose,” she announced with mock gravity, 
“that our comrade ministers be sentenced to shaving every morning 
with the razor blades produced by their own factories so that they know 
what a punishment it is!” 124 

But there were limits to how far Schmidt was willing to press her case. 
Like the trade-and-provisioning advocates who contributed articles to 
Der Handel, she explicidy embraced the premises behind the priority 
provisioning program. And when she needed examples of greater suc¬ 
cess in consumer supply, it was to the East that she pointed, not to the 
West. 125 Thus, even those within the regime who had the greatest in¬ 
terest in bringing about the swiftest possible improvement in con¬ 
sumer supply were not yet ready to demand a radical change in policy, 
despite the depth of the crisis, despite the catastrophic rise in the num¬ 
bers of East Germans fleeing to the West, and despite Soviet instruc¬ 
tions to change course. For the moment, Ulbricht still held the upper 
hand. The hard-line ethos behind his thinking was further reinforced 
by the fact that at the very same meeting of the Central Committee, 
SED leaders also discussed the lessons to be gleaned from the Slansky 
trial. Their discussion highlighted the importance of vigilance, disci¬ 
pline, purity, and total commitment to the construction of socialism. 
On May 14, the final day of the conference, the members of the Cen¬ 
tral Committee made the fateful decision to introduce the infamous 10 
percent increase in work norms. Appropriately, the increase was to go 
into effect on June 30, Walter Ulbricht’s sixtieth birthday. 

What followed is still a source of some puzzlement. As Soviet pres¬ 
sure increased, the SED response, reflecting the ambivalence within 
its leading ranks, was at once desultory, divided, and ultimately self¬ 
destructive. After returning from Moscow, where he reported on con¬ 
ditions in East Germany, the political advisor to the Soviet Control 
Commission, Vladimir Semyonov, called a June 5 meeting with the 
SED Politburo. There, SED leaders learned two things: they would re¬ 
ceive no material assistance from the Soviet Union, and they now had 
to soften their hard-line policies and diffuse the atmosphere of class 
confrontation invoked by the construction of socialism. 126 Conse¬ 
quently, the Politburo issued a communique on June 9 announcing the 
adoption of a number of reforms intended to roll back the punitive 
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measures directed at non-working-class groups. The Politburo admit¬ 
ted having made “a series of mistakes” resulting in “countless people” 
having left “the republic.” 127 Self-employed persons would again be al¬ 
lowed to receive ration cards. Independent retailers and farmers were 
invited to return and take up their property and positions prior to the 
July 1952 announcement of the construction of socialism. The one-sided 
emphasis on the development of heavy industry would be reversed, 
and more attention and resources would be devoted to producing con¬ 
sumer goods. 

But the Politburo, mysteriously, did not rescind the controversial in¬ 
crease in work norms. As a result, a paradoxical situation emerged in 
which the SED, once hell-bent on building socialism and rooting out 
capitalists and “saboteurs,” was now making a series of concessions to 
“capitalist elements,” while leaving its professed constituency to fend 
for itself in the face of renewed hardship. On June 11 Neues Deutschland 
reported the change of course but provided no elucidating editorial 
comment. Rudolf Herrnstadt, evidently unsatisfied with the limitations 
of the announced reforms, approved the publication of an article in 
Neues Deutschland on June 14, calling into question the wisdom of main¬ 
taining the new work norms. The article ran under the headline “It’s 
Time to Lay Aside the Bludgeon.” But only two days later, a leading 
trade unionist, Otto Lehmann, published an article in the trade-union 
newspaper, Die Tribune, refuting Herrnstadt’s article and defending the 
new work norms. 128 Appearing, as it did, right on the heels of Herrn¬ 
stadt’s article, the Lehmann piece revealed a regime accustomed to the 
practice of dictatorship but divided and without clear purpose; the 
mixed signals it conveyed, combined with the deep resentment its poli¬ 
cies engendered, now rendered the leadership vulnerable. In this 
volatile mix of confusion and blustering, of uncertainty and profound 
frustration, Lehmann’s article acted as the spark that ignited the ex¬ 
plosion. 

Until June 17, 1953, the SED regime attempted, first and foremost, to 
fulfill its commitment to productivism. Its investments were devoted 
primarily to heavy industry and heavy engineering. SED propaganda 
held up for adulation Hennecke activists and other “Heroes of Social¬ 
ist Labor”; above all, it celebrated the construction of giant iron and 
steelworks and the “overfulfillment” of production quotas. SED leaders 
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preached an ethos of work, sacrifice, discipline, and ascetic modesty in 
the consumption of scarce material goods. Individual needs were to be 
subsumed under the general need; selfless and maximum effort, ex¬ 
pended for the good of the whole, was to serve as the benchmark of vir¬ 
tuous conduct and the criterion for reward. 

But the array of obstacles to fulfilling this commitment was for¬ 
midable and unyielding. How to increase labor productivity in the 
midst of a chronic, often severe scarcity of consumer goods? How to 
convince workers of the virtue of maximum effort when they saw the 
fruits of their labor being taken by the Soviet Union in the form of 
reparations? How to make shop floor managers ensure strict compli¬ 
ance with work norms when, in doing so, they drove their workers to 
those firms that allowed work norms to remain weak? 

From the very beginning, the call for sacrifice and maximum effort 
had to be counterbalanced by a realistic assessment of material inter¬ 
est. Hence the emergence of a provisioning hierarchy (enshrined in 
Order no. 234) that favored those capable of making the greatest con¬ 
tribution to the power of SED leaders and the realization of SED goals. 
The ranks of the privileged included, in Soviet fashion, workers in “the 
most important branches of industry,” as well as that cohort of white- 
collar toilers from which SED leaders hoped to fashion a new leader¬ 
ship cadre: political and administrative officials, intellectuals and 
artists, professors and engineers—in short, the intelligentsia. 

But the June 1948 currency reform in the Western zones of Germany 
threw up a new challenge: the economic task for SED leaders was no 
longer merely to boost industrial productivity within the Soviet zone, 
but to present visual evidence as compelling as that trumpeted in the 
West of an end to shortage, of a return to normalcy, even of ways for sat¬ 
isfying the most demanding and luxurious of material desires. The in¬ 
troduction of the HO, the emergence of the consumer supply lobby, 
the development of plans for special luxury stores, and the relative lav¬ 
ishness of attention and resources devoted to the Stalinallee all re¬ 
flected the intense pressure on the regime to meet this new challenge. 
But the insufficient financing, poor coordination, finger-pointing, and 
foot-dragging that accompanied these endeavors revealed the regime’s 
lack of preparedness and ultimate unwillingness to allow the new chal¬ 
lenge to dilute its primary commitment to productivism. It was the cri¬ 
sis of 1952-53 that changed the equation. The collapse of agricultural 
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production, the neglect of the consumer goods industries, the dra¬ 
matic disparity between purchasing power and commodity supply, the 
tens of thousands of people fleeing to the West every month, the at¬ 
tempt to increase and enforce the new obligatory work norms—all of 
these developments combined to transform the commitment to pro- 
ductivism into a stance that now threatened the SED’s grip on power. 
With the death of Stalin and the policy shift in Moscow, that transfor¬ 
mation made necessary the adoption of the New Course. 



CHAPTER 4 


The Rise, Decline, and 
Afterlife of the New Course 


The basic line of the party was and remains correct. 
Otto Grotewohl, July 1953 

The fashion center, Paris, is an internationally recognized 
reality . . . Until now our fashion creators have drawn 
secondhand inspiration from fashion shows in Prague, 
Warsaw, Budapest, Milan, Munich. As a result GDR 
designs are always several months behind. 

Ministry for Trade and Provisioning, July 1956 


The New Course was marked immediately by uncertainty and ambiva¬ 
lence. The regime’s first wary steps to pull back from the accelerated 
construction of socialism could not but arouse controversy, raise ex¬ 
pectations, intensify power struggles, and betray disarray. Ultimately, 
the parameters of the New Course were determined by the outcome of 
the struggle between Ulbricht and his opponents, a struggle that, as re¬ 
cent research has shown, lasted several weeks beyond the uprising of 
June 17, 1953. 1 With Ulbricht’s victory, and with the demise of Herrn- 
stadt and Zaisser, the New Course was shed of the more politically far- 
reaching goals of its initial proponents: the curbing of Ulbricht’s 
personal power; the hoped-for democratization of the party; the liber¬ 
alization of intellectual and cultural life; and the pursuit of a reunited, 
“bourgeois-democratic,” and “peace-loving” Germany. Instead, the New 
Course came to focus on improving the long-neglected living condi¬ 
tions of East German citizens. Even as SED leaders officially dismissed 
the events of June 17 as a “fascist provocation” instigated by “Western 
agents,” they recognized them as, among other things, a violent erup¬ 
tion of consumer protest, a clear expression of the desire for a better 
life. Accordingly, they approved a number of measures designed to 
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make life easier for East German consumers. They raised wages, re¬ 
duced prices, and transferred considerable effort and resources (pre¬ 
viously devoted to heavy industry) to the production of consumer 
goods. The change of course reflected developments throughout the 
Soviet bloc after Stalin’s death. In the Soviet Union itself a collective 
leadership presided over by Georgi M. Malenkov pursued policies that 
served as a model for the satellite regimes of Eastern Europe. 

And yet, as this version of the New Course crystallized, the SED lead¬ 
ership evinced a deep-seated ambivalence about it. Although party pro¬ 
nouncements now embraced the goals of the consumer supply lobby, 
they displayed a reluctance to dispense with the old productivist ethos. 
The party endorsed wholeheartedly the goal of improving living stan¬ 
dards but continued to posit any improvement as being dependent 
upon increased work productivity. In short, the SED brought together 
in its propaganda the idioms of consumerism and productivism, set¬ 
ting them side by side, suspended in an uneasy simultaneity. At the 
level of policy implementation, the regime offered an equally ambiva¬ 
lent show of conflicting impulses, assumptions, and imperatives. 

Scholars have traditionally understood the demise of the New 
Course as a direct result of Malenkov’s fall at the end of 1954 and the 
subsequent reversion to an emphasis on heavy industrial production in 
the Soviet Union, though they have taken Walter Ulbricht’s hard-line 
remarks at the SED’s Fourth Party Congress in early April 1954 as the 
first sign of Ulbricht’s desire to turn away from the concessions prom¬ 
ised after the June 1953 uprising. 2 In fact, internal SED reports show 
even earlier indications of the tenuousness of the New Course. Ul¬ 
bricht’s position at the Party Congress can now be seen as stemming 
not simply from his own hard-line intransigence and impatience with 
the New Course but also from earlier reports forecasting unexpected 
shortfalls in foreign imports so significant as to make it impossible to 
keep the promises made in the wake of the uprising. The beginning of 
the eclipse of the New Course can now be dated as early as January 
1954, nearly a frill year before the fall of Malenkov. 

Of course, other factors too contributed to the attenuation of the 
regime’s commitment to the New Course. As the trauma brought on by 
the uprising subsided, as SED leaders regained confidence in their 
own power—particularly by embarking on a new series of purges 
within the party and by expanding the power and resources of the Min- 
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istry for State Security (Stasi )—the New Course lost much of its urgency 
for them. It no longer seemed indispensable to their hold on power. 
Gradually, between 1954 and 1955 it receded from view. And yet to as¬ 
sume that its disappearance meant a return to the status quo ante 
would be incorrect. The New Course was not only more embattled 
than scholars have hitherto suggested but also more enduring. Having 
spotlighted the issue of individual consumption, the New Course, 
though eclipsed, was never extinguished. Not only had it raised expec¬ 
tations, it had conferred official sanction on them. The regime’s 
rhetorical commitment to improving living standards, couched in the 
language of the consumer supply lobby, coidd hardly be retracted. Be¬ 
sides, as a result of the actual achievements of the New Course, East 
German consumption of basic consumer goods began to reach prewar 
levels by the mid-1950s. Economic planners could now begin to think 
about modernization rather than merely reconstruction. 

Indeed, economic planners had no choice; these were the years dur¬ 
ing which the relative material prosperity generated by the West Ger¬ 
man Wirtschaftswunder began to replace memories of the prewar years 
as the most important measure of consumer well-being. The hopes 
raised among the East German population by the New Course, com¬ 
bined with the fears aroused within the East German regime by the rel¬ 
ative prosperity of the West, produced a shift in frame of reference 
even after the official abandonment of the New Course. The shift was 
evident in the regime’s efforts to introduce innovations in retail, to 
compile more detailed statistics on living conditions, and to compare 
living standards in East and West Germany. This chapter analyzes the 
evolution of the New Course, its successes and failures, and the subtle 
but significant shift in frame of reference it helped bring about, even 
as its name vanished from the directives, reports, and memoranda of 
economic planners and their political leaders. 

As the previous chapter has shown, the New Course, though it had its 
supporters within the SED, was ultimately imposed on the Ulbricht-led 
party by Soviet pressure to repair the damage caused by the forced 
construction of socialism. After a series of hastily arranged meetings 
between Soviet and SED leaders in the spring of 1953, the SED Polit¬ 
buro issued its communique of June 9, in which it called for reversing 
most of the sweeping, hard-line measures taken since the SED Second 
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Party Conference of July 1952. Although the term “New Course” did 
not appear in the communique, the proclaimed intentions amounted 
to a significant change of direction. The communique recognized un¬ 
equivocally the need for “a decisive improvement of the standard of 
life \Lebenshaltung\ of all sections of the population,” not just workers 
in “the most important branches of industry.” 3 Consequently, the 
forced collectivization of agriculture and handicrafts was to be halted, 
and the property of private farmers and handicraft producers re¬ 
turned. Ration cards were once again to be issued to self-employed per¬ 
sons. Those who had fled to the West were invited to return to the GDR 
and take up their positions and property prior to the adoption of 
whichever punitive ordinances and regulations had targeted them. 
The existing plan for heavy industry was to be revised; a number of 
measures were to be adopted for increasing the production of con¬ 
sumer goods; and the recent price increases for consumer goods and 
public transport were to be reversed. The communique was published 
in Neues Deutschland and officially enshrined in a series of ordinances 
adopted by the GDR’s Council of Ministers. 4 

But in view of the depth of the crisis caused by SED policies, the 
communique was a case of too little too late. It aroused in the popula¬ 
tion a mood of anticipation and uncertainty, of anger about the main¬ 
tenance of the 10 percent increase in work norms, as well as rumors 
about a change of leadership in the SED. Finally, with the publication 
of the provocative articles by Herrnstadt and Lehmann, events quickly 
spun out of control. On June 16, 1953, construction workers on the 
Stalinallee joined construction workers from nearby building sites, and 
together they marched to the trade union headquarters and to the 
House of Ministries to protest the work norms. The regime’s attempts 
at conciliation were desultory and unconvincing. Demonstrators called 
for a general strike the following day. Again, cries of “butter instead of 
cannons” were heard. 3 

On the next day, the protests and demonstrations, involving more 
than five hundred thousand people, spread spontaneously to over 350 
cities and towns throughout the GDR. b Demands to cancel the new 
work norms and to raise wages quickly turned into broader political 
demands for free elections and, in places, reunification with West Ger¬ 
many. The regime’s immediate response was characterized by confu¬ 
sion and wavering resolve. Lacking confidence in the loyalty of its own 
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repressive forces (including the KVP), it was timid in deploying them. 7 
Even political functionaries in whom SED leaders had more confi¬ 
dence sided at times with the demonstrators. 8 On the morning of June 
17, 1953, the entire SED Politburo, under instructions from the Soviet 
High Commissioner Vladimir Semyonov, drove to Soviet headquarters 
in Karlshorst to wait out the disturbances under Soviet protection. In 
the end, only Soviet tanks were able to reestablish order, by suppressing 
the proliferation of uncoordinated demonstrations. Although there 
continued to be isolated strikes and disturbances across the GDR for 
several weeks, the moment of true danger for the SED leadership had 
passed. The combination of Soviet tanks and Western inaction had 
shown the demonstrators that there were fundamental limits to what vi¬ 
olent protest could achieve. The SED regime, in other words, would re¬ 
tain its hold on power. What remained to be seen was what it would do 
to encourage its citizens to be more reconciled to that fact. 

To ease the most pressing frustrations of consumers, authorities began 
almost immediately to distribute reserve food supplies held in storage 
for the third quarter of the year. They monitored closely the “fear pur¬ 
chases” (Angstkaufe) of shoppers, and they made every effort to avoid 
shortages of the most in-demand commodities, such as bread, canned 
goods, sausage, and baked goods. Nevertheless, items like margarine, 
sugar, and marmalade remained scarce. 9 Over the next few days the 
SED Central Committee formulated a brief but broadly encompassing 
report on recent events and the immediate tasks of the party. The doc¬ 
ument presented the regime’s official understanding of the uprising 
(der Tag X) as a “fascist provocation” orchestrated by “Western agents” 
in order to sabotage any attempts made by the regime to improve liv¬ 
ing conditions in the GDR. In a tone of guarded assurance, the report 
made clear that order had been restored but also insisted that it was “in 
no way absolutely secure. The enemy carries on with his insidious 
agitation.” 10 In response, the Central Committee announced another 
round of measures intended to build upon those of the Politburo’s 
June 9 communique, including an immediate return to the calculation 
of wages based on the old work norms, a discount in the price of pub¬ 
lic transport for workers and employees in lower-income groups, an in¬ 
crease in pensions as well as health and social welfare expenditures, 
and a plan to increase housing construction. 
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According to the Central Committee, “in connection with the re¬ 
duction of the plan for heavy industry, the main goal of the New 
Course [was] to improve the standard of life [Lebenshaltung] of work¬ 
ers, farmers, the intelligentsia, handicraft producers, and the remain¬ 
ing strata of the middle class.” 11 Yet at the same time, the report 
reiterated the connection between living better and producing more: 
“this far-reaching initiative seized by the party and the government to 
improve the standard of life of all classes of the population can only 
succeed if the working population is convinced of the necessity of the 
constant increase in the productivity of work.” 12 

The Soviet reaction to the SED report was positive, and the Soviets 
made a general promise to extend material help to the GDR. But they 
also criticized East German leaders for not doing more to regain con¬ 
trol of their own apparatus: “We have gained the impression that there 
is still confusion within the leadership of the Central Committee of the 
SED about the most recent events. The practical work of repairing the 
situation proceeds very slowly. The work of the state apparatus and 
the party organs has become unreliably weak.” In particular, the Sovi¬ 
ets pushed the SED to consolidate its hold over the unions. Mindful of 
the need to make sure that the working class, the SED’s own professed 
constituency, would never again rise up against the regime, Soviet lead¬ 
ers expressed dissatisfaction that the unions were “in strange hands” 
and that the party appeared to have no plan for bringing them back 
into its own. The general task for the SED, according to the Soviet 
Union, was twofold: first, the SED needed “to strengthen the influence 
of the party on the masses”; second, it had “to gain the trust of the masses 
for state power.” 13 Control of the unions would bolster influence; the 
New Course would win trust. The explicit coupling of influence and 
trust captured perfectly the paternalistic mode of rule to which both 
the Soviet and East German parties aspired. 

To ease the SED’s ability to fulfill its paternalistic role, the Soviet 
Union announced in August its willingness to forgo further reparation 
demands as of January 1, 1954; it promised to return the remaining 
thirty-three SAGs to East German ownership (they accounted for 12 
percent of industrial goods production); it offered a credit of a half 
million rubles, part of which would be in freely convertible currency; 
and it agreed to limit the East German share of Soviet occupation costs 
to 5 percent of the GDR’s state revenue (in 1954 that figure still 
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amounted to DM 1.6 billion). 14 Meanwhile, the further development 
of the New Course, its detailed formulation and implementation, re¬ 
quired more time. Economic planners had to reconfigure their overall 
plans for the second half of the year, and SED leaders needed to come 
to an agreement with the leaders of the Soviet Union and the other 
East bloc countries about the form and amount of help the GDR would 
receive. At a meeting of July 4, 1953, the Politburo assembled a com¬ 
mission to revise the economic plan for the rest of the year. 13 In terms 
of consumer supply, the Politburo instructed the commission to follow 
the original plan for the third quarter but to increase food provision¬ 
ing by 10 to 15 percent for the fourth quarter. The commission was also 
supposed to consider arrangements enabling a complete lifting of ra¬ 
tioning in 1954. Such considerations came to nothing, as rationing was 
maintained until 1958. But they demonstrated the regime’s continued 
embarrassment about the fact that rationing was still necessary. Coidd 
there have been a more glaring symbol of the scarcity still plaguing the 
East German economy? 

From within the regime itself there were voices calling for swifter ac¬ 
tion in the area of consumer supply. Among them was Curt Wach, 
Hamann’s replacement as minister for trade and provisioning. Wach 
was probably chosen for reasons of political reliability rather than 
those of expertise. Born the son of an agricultural laborer and trained 
as a machine fitter, Wach joined the KPD in 1927, spent the Nazi years 
in and out of jail, and joined the SED in 1946. Between 1946 and his 
appointment as minister for trade and supply, he held a series of local 
administrative posts, none of which were directly related to either agri¬ 
culture or trade. 16 One can only assume that he was appointed minis¬ 
ter in the midst of the 1952-53 provisioning crisis because he was 
considered sufficiently trustworthy and controllable. Still, as minister, 
he needed to try to improve the state of trade and provisioning. So in 
early July 1953 he lobbied for immediate and sweeping price reduc¬ 
tions for consumer goods, especially textiles. But officials in the State 
Planning Commission insisted on the need to wait for the fourth quar¬ 
ter. 17 They remained convinced that the available supply of goods woidd 
not yet meet the expected rise in demand resulting from such far- 
reaching price reductions. Even months later, when plans for introduc¬ 
ing price reductions were underway, the State Planning Commission 
expressed considerable caution: “Such a significant price reduction 
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can be carried out painlessly only if one is entirely certain that in the 
fourth quarter the GDR will have at its disposal a commodity fund 
[ Warenfonds ] sufficient both to balance the price reduction and to cover 
the increased purchasing power of the population resulting from other 
measures passed by the government.” 18 

In the meantime, doing nothing was hardly an option. The regime 
had to provide some show of immediate action. On July 25, 1953, the 
Council of Ministers, acting on a Politburo recommendation, 19 issued 
several ordinances increasing the wages of workers in all branches of 
state-owned industry, public transport, construction, agriculture, the 
HO, and the consumer co-ops. On the same day, it also reduced the 
prices of a limited group of consumer items, including rice, tea, ny¬ 
lons, soap, and lightbulbs. The price reductions, announced in the 
front page of Neues Deutschland, were considerable: the price of tea was 
reduced 50 percent; that of soap, 40 percent; nylons, 37 percent; type¬ 
writers, 40 percent. 20 

Simultaneously, SED leaders revealed more detailed plans at the Fif¬ 
teenth Central Committee Conference. There, Otto Grotewohl laid 
out for party delegates the future shape of the New Course. According 
to Grotewohl, it would consist of two main elements: a broad set of 
price reductions and a determined effort to boost the production of 
“mass-demand goods.” For the second half of 1953 alone, the price re¬ 
ductions were expected to leave consumers with an additional DM 500 
million, while the increase in consumer goods production was to equal 
DM 900 million. These efforts were to be made possible by a combina¬ 
tion of Soviet bloc help and a shift in the GDR’s investment priorities. 
Grotewohl duly reported the Soviet Union’s promise to deliver 230 
million rubles’ worth of foodstuffs for the second half of 1953. (Simul¬ 
taneously, negotiations were underway with the “people’s democra¬ 
cies” of Eastern Europe and China for further deliveries.) 21 He also 
announced a plan for significantly reducing heavy industrial produc¬ 
tion in 1954 and 1955 and for devoting the resources that would have 
been used by heavy industry to agricultural and consumer goods pro¬ 
duction. 22 

The report produced by the conference, Der neue Kurs und die Auf- 
gaben derPartei, summarized the SED interpretation of the uprising, as 
well as the main elements of the New Course. Intended for a wide au¬ 
dience, it was published in both Neues Deutschland and Einheit. Al- 
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though it celebrated the expected material benefits of the New Course 
for East German citizens, the report was still burdened with many of 
the moral catchphrases of preuprising work pedagogy: “the more that 
is produced, the more the living situation [ Lebenslage ] of the masses 
can be elevated”; “in order to bring more and better commodities to 
the market, the productivity of work is to be constantly increased and 
work discipline improved.” 23 Although the Central Committee admit¬ 
ted past mistakes, particularly with regard to the accelerated tempo of 
its construction of socialism, it asserted unequivocally, “The basic line 
of the party was and remains correct.” 24 As if to underscore the point, 
the document made public the Central Committee’s decision to ex¬ 
clude Herrnstadt and Zaisser from its ranks. (By January 1954 they 
would be expelled from the party.) 

For the next several months the pages of Einheit were open as they had 
never been before to discussions of consumer supply and the tasks of 
trade. 25 A series of articles reproduced many of the arguments previ¬ 
ously made by the consumer supply lobby in Die Versorgung and Der 
Handel. They emphasized the importance of the role played by trade as 
“the connecting link between production and consumption.” They in¬ 
sisted on the in dispensability of trade for the success of the New Course. 
And they highlighted how it contributed to “the national struggle” by 
helping “Germans in the west of our country to discern in which part 
of Germany the working population lives better and where a truly 
stable economy exists.” 26 Good Verkaufskultur, in other words, was a pa¬ 
triotic duty. 

It was also a Soviet-bloc duty, as the Soviet minister of trade, Anastas 
Mikoyan, made clear on his now periodic visits to the GDR. Through 
published articles and publicized tours of retail outlets, Mikoyan im¬ 
parted his message and weighty presence to East German trade-and- 
provisioning officials. 27 During a visit to the HO’s flagship department 
store on Alexanderplatz in East Berlin, for example, Mikoyan found 
much to criticize in the store’s Verkaufskultur. Although he had mea¬ 
sured praise for the store’s selection of high-quality watches (including 
Swiss watches), typewriters, nylon stockings, Meissen porcelain, and 
Jena glass, he was of the opinion that the store lacked “world-city char¬ 
acter.” He found it too dark; more light and advertising were required 
to give it a “friendlier” face. Nor did it help that the selling floors were 
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too narrow and small and that the window displays offered nothing 
that was actually for sale in the store. Mikoyan was particularly irked by 
the fact that in certain departments cleaning ladies had already started 
their work before closing time and in the presence of customers. And 
he was disappointed by what he considered to be a meager selection of 
jewelry on offer: “In the Soviet Union considerably more attention is 
devoted to jewelry in department stores.” 28 

The widespread attention to trade and consumerism would have 
been unthinkable before the uprising. Now the editors of Einheit em¬ 
braced the cause, proclaiming the need for a wider assortment and bet¬ 
ter quality of consumer goods, a greater attention to fashion, design, 
and color. They stressed the importance of improving shopwindow dis¬ 
plays, product packaging, and market research. Yet their discussions 
brushed the New Course with the same ambivalence evident in the 
Central Committee report. Like the Central Committee, the editors 
set these goals alongside the familiar imperatives of productivism: 
work discipline, socialist competition, the austerity regime, and in¬ 
creased productivity in heavy industry, all identified as prerequisites for 
“living better.” 

This ambivalence was, in turn, reflected in the unfolding of the New 
Course itself. First came the price reductions Grotewohl had an¬ 
nounced in late July. In October 1953 the regime lowered the prices of 
twelve thousand different commodities (foodstuffs, semiluxuries, and 
manufactured items), adding an estimated DM 540 million to the pur¬ 
chasing power of consumers for the remainder of the year. 29 The HO 
prices for meat were to be reduced 10 percent, milk 20 percent, mar¬ 
garine 25 percent; the prices for ready-made clothing were to be low¬ 
ered 15 to 25 percent, depending on the material used; the price of 
laundry detergent was lowered 15 percent, bicycles 15 percent, accor¬ 
dions 25 percent. The increase in purchasing power, according to 
Bruno Leuschner, was to be covered through the end of the year by de¬ 
liveries of consumer goods from the Soviet Union. 30 In addition, the 
government announced plans to introduce a system for installment 
plan purchases to make it easier for East Germans to buy more expen¬ 
sive goods, such as furniture, radios, bicycles, and motorcycles. 

The major newspapers celebrated the price reductions as the largest 
and most all-encompassing ever adopted in the GDR. 31 (In truth, the 
bulk of the price reductions of the first half of the 1950s occurred in 
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the period before June 17,1953. ) 32 The press sent its reporters into the 
streets and stores to capture the excitement of the moment: sales¬ 
people happily engaged in redesigning their shopwindows; housewives 
rhapsodizing over being able to buy more margarine, smoked ham, 
and textiles; husbands thrilled to discover reduced prices for tools and 
materials needed for home repairs and craft hobbies. The press also 
took the opportunity to contrast the price reductions with the suppos¬ 
edly prohibitively high prices in West Berlin and West Germany. 33 

But as if to discipline the reported enthusiasm of consumers, as if to 
exert some control over the unending “flood of shoppers,” the press si¬ 
multaneously linked the price reductions to an ostensible upsurge in 
work enthusiasm: “price reduction awakens new initiative”; “workers 
express thanks through special work shifts.” 34 The pleasures of shop¬ 
ping, in other words, had to be balanced by the commitment to work; 
the apparently rapturous exclamations of excited consumers had to 
be set alongside their supposed recognition that “something like this 
doesn’t just fall from Heaven!” 35 In short, the press, even as it cele¬ 
brated the new benefits for consumers, attempted to educate them as 
to how those benefits should be understood and acted upon. 

Nevertheless, the significance of the New Course price reductions, 
combined with its provisions for increasing wages, should not be lost 
sight of. In fact, these measures confirmed the regime’s commitment 
to breaking with past German traditions. Before World War II German 
industry had been characterized by highly cartelized organizational 
structures enabling employers to keep wages down and prices for con¬ 
sumer goods artificially high. 36 With the New Course, the SED contin¬ 
ued to consolidate a consumption regime in which basic consumption 
goods were to be sold at subsidized low prices, theoretically assuring 
the satisfaction of basic needs. No less important, the price reductions 
constituted a recognition on the part of the regime that it would not re¬ 
peat its preuprising attempt to balance excess purchasing power and 
insufficient commodity supply by means of price increases. In describ¬ 
ing the relationship between industrial workers and the regime after 
the uprising of June 17, 1953, Jeffrey Kopstein has spoken of an “im¬ 
plicit ‘labor agreement,”’ according to which “production could rise so 
long as norms remained low and wages high, relative to productivity.” 37 
In similar fashion, one can say that the June uprising and the New 
Course brought about an implicit “price agreement.” Henceforth the 
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SED leadership was perfectly clear that it could raise prices for con¬ 
sumer goods only at the risk of great social and political instability. 

The regime’s ambivalence about the New Course became yet more 
pronounced in its efforts to realize its second main element, that is, the 
attempt to increase significandy the production of “mass-demand 
goods.” Announced in the press within days of the price reductions, 
the campaign to boost the production of mass-demand goods became 
identified with the future of the New Course. The Soviet High Com¬ 
missioner Vladimir Semyonov, in particular, attached great importance 
to the effort, having his office direct the attention of the minister for 
trade and provisioning, Curt Wach, to an article recendy published in 
Tdgliche Rundschau that championed the effort to produce more mass- 
demand goods. “The production of mass-demand goods,” the article 
insisted, “is an important and honorable task for every firm, regardless 
of its specialty.” 38 There could be no patience for firms that tried to ex¬ 
cuse their inability to produce enough high-quality consumer goods by 
pointing to a lack of materials: 

The population expects from industry that it produce greater quantities 
of beautiful and comfortable shoes, fabric in appealing colors and 
styles, lovely and practical furniture, flatware and other commodities. 
There can be no excuses for the fact that products of poor quality are 
still put on the market. The reason can only be that there is lack of a 
sense of responsibility in work and that the interests of the working 
people are ignored. 

The public commitment to producing mass-demand goods notwith¬ 
standing, Wach’s ministry soon ran into difficulties with the State Plan¬ 
ning Commission, which drastically cut its commodity supply proposals 
for an array of foodstuffs, semiluxuries, and manufactured goods. In 
total, the Planning Commission sought to reduce the overall commod¬ 
ity supply plan from DM 41 billion to DM 38.2 billion. The difference 
was concentrated in fruits and vegetables, meat, eggs, butter, cocoa, 
coffee, and textiles. 39 

Trade-and-provisioning planners, moreover, were not alone in their 
disappointment. The Planning Commission also insisted on scaling 
back the investment proposals produced by the ministries of food and 
light industry. While the representatives of the food industry calculated 
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an investment requirement of DM 275 million, the State Planning Com¬ 
mission approved only DM 193 million, even though a ministry investi¬ 
gation had concluded that the latter figure would make it impossible 
“to tackle a series of important measures for the year 1954.” Similarly, 
the Planning Commission countered the Ministry of Light Industry’s 
investment proposal of DM 394 million with an offer of only DM 145 
million. Light-industry officials were despondent: “with DM 145 million 
the Ministry of Light Industry cannot even fulfill the most urgent tasks 
of the year 1954.” 40 Although the negotiations within the bureaucracy 
were by no means over, the Planning Commission’s drastic reductions 
might have made even the most fervently believing functionary ques¬ 
tion the regime’s commitment to the New Course. 

The official ordinance on the increased production of mass-demand 
goods was drafted in close cooperation with the office of the Soviet 
high commissioner and issued on December 17, 1953. It drew atten¬ 
tion to the need not only to increase the quantity of consumer goods 
but also to improve their quality and assortment. The ordinance be¬ 
moaned the fact that East German textiles, clothing, shoes, leather 
goods, household items, kitchenware, shaving cream, and furniture 
still failed to measure up to prewar standards; it decried the ubiquity of 
shoddy workmanship, the lack of care for the outward appearance of 
commodities, evident in the woeful disregard of fashion and design, 
and in “the often loveless packaging” of products. For 1954 alone the 
ordinance promised a 25 percent increase in the production of mass- 
demand goods compared to 1953, with yet greater increases to follow 
in 1955. Yet in all of its fourteen pages, which reproduced much of the 
phrasing and touched on many of the arguments of the consumer sup¬ 
ply lobby, there was no mention of additional investments in the con¬ 
sumer goods industries. Instead, the ordinance repeatedly insisted on 
the need to exhaust “all available production capacities,” a formulation 
neither felicitous nor auspicious. 41 

To oversee the implementation of the ordinance, the Planning Com¬ 
mission set up a special department for mass-demand goods. Similarly, 
the ministries involved in producing mass-demand goods established 
special “work groups” to organize their respective contributions. Nev¬ 
ertheless, difficulties emerged immediately. In early January 1954 plan¬ 
ners in the Ministry of Light Industry enumerated several factors 
hindering their efforts: the ministry oversaw the production of cen- 
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trally led industry only, not of firms directed at the local level, and 
it was not yet clear how production would be divided between the dif¬ 
ferent levels; the list of goods distributed by the Planning Commission 
differed from the items enumerated in the ordinance; the ministry was 
short of personnel; there were currently extraordinary difficulties in 
supplying materials to the textile and leather industries. 42 Within 
the Planning Commission itself there also seemed to be problems. 
Although the ordinance had gone into effect on January 1, 1954, as 
late as February 20 the commission’s special department for mass- 
demand goods still consisted of only three people; as one of Leuschner’s 
deputies pointed out, so few people were “not sufficient to fulfill the 
[department’s] extensive tasks.” 43 The department had hitherto failed 
even to produce a comprehensive report on the progress made by the 
ministries and local authorities involved in carrying out the ordinance. 
Arrangements were thus being made to enlarge the department to ten 
people. 

But these administrative problems paled in significance compared 
to the unexpectedly bleak prospects faced by the regime in the area of 
foreign trade. As Leuschner informed Ulbricht on January 18, 1954, 
“The situation is very serious.” 44 Without swift action, he warned, the 
GDR faced the prospect already in the first quarter of a significant de¬ 
cline in the production of consumer goods and the provisioning of the 
population. A shortfall in feed grain threatened to result in a loss of 
one hundred thousand tons of live-weight meat. Due to a shortfall in 
domestic supplies of rye, the bread supply was guaranteed only 
through the spring and early summer, after which there would be a 
six-week period when the supply could not be assured. To avert this 
disaster, Leuschner estimated, the GDR had to increase its imports by 
at least 120,000 tons. The amount of grain available for the production 
of processed foodstuffs and beer amounted to less than half of ex¬ 
pected supplies. Leuschner predicted that by May beer production 
would cease in East Germany. Finally, economic planners found their 
expectations for imports of raw materials for the textile and leather 
industries rudely disappointed; Leuschner reported significant short¬ 
falls in wool, cotton yarn, artificial silk, and leather hides. He estimated 
for the first quarter alone a DM 600 million reduction in the supply of 
light industrial consumer goods for the population. He therefore rec¬ 
ommended immediate negotiations with the Soviet Union, especially 
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to secure grain imports, before the Soviets made other export arrange¬ 
ments. 

The future of the mass-demand-goods program, and thus New 
Course itself, was in obvious peril. Yet two months later it appeared that 
little or no progress had been made. According to a report compiled for 
Ulbricht in March 1954, the provisioning of the population in the sec¬ 
ond and third quarters of the year threatened to sink to levels reminis¬ 
cent of the second quarter of 1953, that is, of the consumption nadir 
reached during the crisis preceding the June 1953 uprising. 45 The re¬ 
port warned of being able to supply consumers with only “very limited 
amounts of meat, butter, margarine, coffee, cocoa products, fruits from 
southern lands \Sudfruchten \, cigarettes, and beer.” It also added that 
the provisioning of manufactured goods would suffer significantly in 
quantity and quality. A calculated total purchasing power of DM 30.5 
billion would be met by a commodity fund (Warenfonds) of only DM 29.5 
billion, thus leaving unsatisfied DM 1 billion in purchasing power. 46 

Only in the context of these import shortfalls can we fully understand 
Walter Ulbricht’s remarks at the SED’s Fourth Party Congress (March 
30-April 6, 1954), in which he reiterated the GDR’s commitment to 
creating the foundations of socialism and reintroduced the language 
of austerity, cost-saving, and productivism. 4/ Although he continued to 
give lip service to the mass-demand-goods effort, he was clearly prepar¬ 
ing for a return to more hard-line policies. His remarks, in turn, came 
to serve as a point of reference in subsequent months for the regime’s in¬ 
ternal reports, bulletins, and memoranda. The shift in atmosphere had 
immediate repercussions on the mass-demand-goods program. In May 
1954 the Politburo specifically lowered the 1954 production goals for 
several commodities listed in the December 17, 1953, ordinance. 48 The 
overall commodity supply plan for the second quarter was duly lowered, 
even though as Easter approached, trade-and-provisioning planners re¬ 
ported difficulties in covering consumer demand for meat and eggs. 49 
And between March and May, the annual plan for total retail sales was re¬ 
duced from DM 31.7 billion to DM 30.3 billion. 50 (In fact, according to 
the official East German Statistical Yearbook, the total figure for retail sales 
in 1954 ended up being even lower, that is, DM 29.7 billion.) 51 

The further eclipse of the New Course, meanwhile, was readily ap¬ 
parent in the succession of less-than-inspiring reports on the production 
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of mass-demand goods in 1954. 52 By November one of the departments 
for manufactured goods within the Ministry for Trade and Provisioning 
had come to the conclusion that “among colleagues in the Ministry for 
Machine Building a disdain for the ordinance of December 17, 1953, 
prevails. From the conduct of colleagues in the production ministries 
one assumes that little or nothing has been done to mobilize workers 
in the production firms for the realization of this ordinance.” More¬ 
over, the initial 1955 goals for the production of mass-demand goods 
were already being drastically reduced. The ordinance, according to the 
report, was now viewed within the production ministries as a “historical 
document.” 53 

And not without some justification. Not only had the Politburo mod¬ 
ified the original goals of the ordinance months earlier, but now the 
Council of Ministers had just issued a new directive on “The Assurance 
of the Production of Mass-Demand Goods in 1954-1955.” 54 But the 
new directive turned out to be of little significance. Again, a case of 
too little too late, it seemed to confuse rather than invigorate. In their 
subsequent reports, economic planners tended to conflate the new 
directive with the original ordinance. Their reports only confirmed 
what was already known: “Now as before, the production of mass- 
demand goods is viewed by the planning areas as a low priority [ Ressor - 
tarbeit ] ,” 55 

SED leaders, meanwhile, were neither of a mind nor in much of a 
position to bring about a change of attitude. By the beginning of 1955 
they were again forced to turn to the Soviet Union for help. But this 
time they directed their plea to a Soviet leadership without its most 
committed proponent of the New Course, namely, Georgi Malenkov, 
who was officially ousted from power in February 1955. In a February 
letter to Nikita Khrushchev, Ulbricht and Grotewohl outlined their 
economic difficulties. Again, their concerns centered around foreign 
trade, on which the East German economy, they explained, was “ex¬ 
traordinarily dependent.” Although imports in 1954 had fallen far 
short of expectations, the East German economy now faced yet lower 
imports in 1955. The seriousness of the situation was intensified by the 
fact that, according to East German calculations, consumer purchasing 
power had increased 20.8 percent since 1953. The overall commodity 
fund for 1955 was supposed to increase 10 percent, but that figure not 
only seemed impossible to fulfill in view of the looming decline in for- 
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eign trade but even if fulfilled would still leave a monetary overhang of 
DM 1.5 billion. As the SED leaders explained to Khrushchev, the eco¬ 
nomic plan for 1955 contained “great tensions.” 56 

To relieve those tensions, Ulbricht and Grotewohl estimated that the 
GDR required an additional 740 million rubles in imports, mostly from 
the Soviet Union, to be paid back in the form of East German indus¬ 
trial products. The itemized list of imports included textiles, chemi¬ 
cals, steel and other metals, basic foodstuffs, and semiluxuries. In 
addition, the overall figure contained a request for a credit in hard cur¬ 
rency (valued at 130 million rubles) for the purposes of buying an ar¬ 
ray of commodities from capitalist countries, in particular, wool, jute, 
leather hides, tobacco, cocoa beans, coffee beans, and brewing barley. 
(As we shall see, the problem of hard currency would come up again. 
Although East Germany had greater access than the other East-bloc 
countries to hard currency through its ongoing contacts with West Ger¬ 
many, those contacts simultaneously expanded East Germany’s hard 
currency needs. As a result, SED leaders consistently bemoaned their 
chronically short supply.) 57 

Khrushchev’s brief, unhurried reply came six weeks later. Although 
the Soviet leader believed it was “necessary to render assistance to the 
GDR,” he offered far less than Ulbricht and Grotewohl had hoped 
for. 58 Of the dozens of goods requested, Khrushchev was willing to of¬ 
fer only a tiny portion; and of those items, he offered amounts consid¬ 
erably lower than East German needs as conveyed by Ulbricht and 
Grotewohl. In total, Khrushchev offered an additional 105.5 million 
rubles in imports, to be paid for with a sum total of 200 million rubles 
in East German machine goods. Finally, instead of the 130-million- 
ruble credit in hard currency requested by the SED leaders, Khru¬ 
shchev offered, “as an exception,” to buy a certain amount of East 
German exports to the Soviet Union with a hard currency sum valued 
at 75 million rubles. In short, Ulbricht and Grotewohl could expect to 
receive less than one-sixth of the additional imports and little more 
than half of the hard currency they needed to make their economic 
plan for 1955 work. It must have been a particularly trying moment for 
their faith in the leadership and brotherhood of the Soviet Union. 

But just when their economic troubles seemed most insurmount¬ 
able, the course of international events intervened. By the beginning 
of May 1954 the Western allies were finalizing arrangements for the 
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signing of the Paris Agreements, under which they confirmed the end 
of their occupation of West Germany and recognized its sovereignty, 
thus preparing the Federal Republic to join NATO. With the signing of 
the agreements imminent, Ulbricht and Grotewohl received a second 
letter from Khrushchev, one that displayed a noticeable change of 
heart. As Khrushchev explained, “the Central Committee of the Com¬ 
munist Party of the Soviet Union [considered] it necessary, under the 
present conditions, to return again to the question of the provisioning 
of the population of the GDR.” The Soviet leader was now prepared to 
come much closer to accommodating the original SED requests. He 
promised to make available an additional 62 million rubles in hard cur¬ 
rency, a sacrifice that, as he reminded Ulbricht and Grotewohl, re¬ 
quired the Soviet Union to sell off some of its gold reserves. The Soviet 
Union would also deliver an additional fifty thousand tons of wheat to 
the GDR. Finally, through its foreign diplomats in Eastern Europe, it 
would encourage the other “people’s democracies” to increase their 
exports of foodstuffs to East Germany. The East Germans would be ex¬ 
pected, “as compensation,” to increase their shipments of machine 
goods to the Soviet Union. “In our opinion,” Khrushchev wrote, “the 
assistance to be rendered to the GDR will assure a normal provisioning 
of the population with foodstuffs in 1955, and with such goods as fat 
and meat, it will even make possible a certain increase in consumption 
compared to 1954.” 59 

It is impossible to know exactly what Khrushchev meant by “a normal 
provisioning of the population,” but most likely something more mod¬ 
est than the big increases initially heralded by the New Course. Never¬ 
theless, beggars could hardly be choosers. Ulbricht and Grotewohl 
accepted the offer with alacrity, great thanks, and an obligatory nod 
to the sacrifices made by the populations of the Soviet Union and the 
“people’s democracies,” without which such assistance would not have 
been possible. 60 

The New Course, now in full eclipse, gave way to preparations for the 
GDR’s Second Five-Year Plan and its return to the priorities of produc- 
tivism. As Leuschner confirmed to Ulbricht in June 1955, the plan em¬ 
phasized investment and production increases in energy, mining, 
chemicals, metallurgy, machine building, and building materials. 61 In 
contrast, production in light industry and in the food and semiluxuries 
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industries was to be “increased more slowly than [that of] the other 
branches of industry.” Growth in individual consumption would, there¬ 
fore, be significandy slowed down. As Leuschner made clear, in view of 
the new priorities, “a further robust increase of the presently achieved 
standard of living [was] not possible.” Instead, economic planners would 
seek to increase the share of national income devoted to “accumula¬ 
tion” (that is, investment) from 12.7 percent in 1955 to somewhere be¬ 
tween 15 and 17 percent annually during the Second Five-Year Plan. 

It went almost without saying that the system of food rationing would 
be maintained. As Leuschner pointed out, “It is planned not to do away 
with the card system since the removal of the card system cannot be 
carried out without an increase in card prices.” 62 In other words, with¬ 
out raising the prices of rationed goods, there would be an explosion 
in consumer demand that could never be met. As for increasing prices, 
he knew that was out of the question, particularly on the heels of the 
recent and loudly celebrated reductions of the New Course. The 
regime was stuck; price increases were taboo, and the rationing system 
would have to remain in place. 

Nevertheless, even in Leuschner’s report it was apparent that the 
concerns that had propelled the New Course could not be altogether 
ignored. For both ideological and power-political reasons, the SED 
could not escape the question of living standards. Even as they priori¬ 
tized and understood economic growth primarily in terms of heavy in¬ 
dustrial production, SED leaders held firmly to the belief that in the 
long term, living standards would have to improve, since socialism was 
by definition more efficient and productive than capitalism. However, 
what added urgency to the long-term, ideologically based expectations 
of SED leaders was the problem of West Germany and the challenge it 
posed in the area of consumer supply. As Leuschner duly explained to 
Ulbricht, he and his Soviet counterparts had devoted considerable 
time in Moscow to studying and comparing statistics on living stan¬ 
dards in East and West Germany. 

The trend recently has been to reassess the pace of prosperity in 
West Germany during the 1950s. Historians of everyday life have ar¬ 
gued that the material fruits of the Wirtscliaftswunder took longer than 
previously assumed to trickle down to the households of most West 
Germans. This reassessment has been part of an ongoing debate about 
the extent and nature of the “Americanization” of Germany and has 
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served as a warning against projecting a 1960s-style image of modern 
mass consumption back onto what Arnold Sywottek has called “a soci¬ 
ety of deprivation, until the mid-1950s.” 63 (In fact, there were some 
contemporary observers who emphasized “the limits of mass consump¬ 
tion” throughout western Europe.) 64 

But prosperity, always relative, is in the eye of the beholder. We must 
also consider how contemporary East Germans might have perceived 
the consumption achievements of the young Federal Republic. That 
they had ample opportunity to do so is beyond doubt. In these years 
before the building of the Berlin Wall, millions of East Germans were 
able to visit West Berlin and West Germany annually. 65 On a daily basis, 
fifty-three thousand “border crossers” (Grenzganger) from East Berlin 
and the surrounding countryside went to work in West Berlin. 66 In the 
late 1950s approximately seventy-five thousand tickets for West Berlin’s 
public transportation were sold against eastmarks every day. Even those 
East Germans denied official permission to travel to West Germany 
were able to do so by flying from Tempelhof airport in West Berlin; ten 
thousand East Germans did so every year to visit relatives. GDR citizens 
also came regularly to West Berlin for entertainment, enjoying a subsi¬ 
dized 1:1 currency exchange rate for theater, music, museum, and cin¬ 
ema tickets. 67 They came every year to be amazed by the newest, most 
modern West German industrial products assembled at the annual 
“German Industrial Exhibition” held in West Berlin. What kind of con¬ 
sumer landscape did East Germans encounter as they strolled through 
the shopping districts of West Berlin or other West German cities? 
What would they have seen, touched, and tasted in the homes of West 
German friends and relatives? 

Here, the recent literature on West Germany is most instructive, pro¬ 
viding a wealth of information on developing consumption patterns; 
leisure activities; household budget records; and innovations in pack¬ 
aging, distribution, and marketing. The resulting picture suggests that 
East Germans visiting the Federal Republic would have been struck by 
the rise of more sophisticated and aggressive forms of advertising, pro¬ 
moting new, technical kitchen appliances and installment plan pur¬ 
chases. 68 They would have noticed new artificial fibers and fabrics 
working their way into people’s wardrobes, as well as the increasing 
ubiquity of brand-name items. Associated with higher quality and bet¬ 
ter hygiene, brand-name goods came prepackaged in enticingly mod- 
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ern and artificial materials like cellophane, polyethylene, aluminum 
foil, and colored glass. They conveyed a sense of modernity and at¬ 
tested to the pleasure of having been able to splurge. 69 They were also 
perfectly suited for distribution in the new self-service stores that, 
though still few in number, held out to the fingertips of consumers im¬ 
pressive, even overwhelming assortments of goods. The innovative 
stores offered a new freedom of choice; they saved time by freeing 
people of the need to stand in line. 70 For East Germans still chafing 
under the limitations imposed by ration cards and shortages, and all 
too accustomed to long hours spent waiting in line, the new stores 
must have seemed like the promise of some already partially achieved 
consumption utopia. 

In the homes of friends and relatives they would have noticed several 
shifts in the balance in food consumption: from rye to wheat bread, 
margarine to butter, potatoes to meat. They would have seen more 
tomatoes from Italy, oranges and bananas from southern lands (Sud- 
fruchte), canned fruit and vegetables, and real, fresh coffee. 71 They 
would have noticed the appearance of more refrigerators, washing ma¬ 
chines, and vacuum cleaners. 72 They would have seen television replace 
the radio as the dominant medium of evening home entertainment. At 
a more profound level, they might have noted a change in attitudes 
and assumptions, an attenuation of earlier moral and social constraints 
on consumption. A certain modesty no longer seemed to hold. As 
Georg Bergler, a leading West German market researcher, remarked 
with seeming dismay in 1956, 

Suddenly a great restraining threshold has fallen away. Who, now, would 
say, “That is not befitting our station”? An uprising would be called forth 
if we tried to say: ‘You are a girl of humble station, that does not suit 
you, you may not do that.” Not only this measure of the permissible 
within a class [Stand], for which there is no law, but also morality, cus¬ 
tom, tradition, religion, or cultural opinions are now almost entirely 
devalued. 73 

Bergler painted a picture of a new, modern market for consumer 
goods, featuring extreme competition, bewildering choice, and vastly 
differentiated selection. As markets were being “created,” shopping 
patterns changed. As the influence of fashion increased, demand grew 
ever more mercurial. Consumers shopped more often but bought less 
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per outing. The hardships of scarcity were being replaced by the vague, 
needling discontents of plenty: an accelerated turnover of desires, a 
never-ending quest for the new, a projection of inner dissatisfactions 
on an ever-proliferating array of material objects. In Bergler’s words, 
“We burn today what we still worshipped yesterday.” Perhaps most 
telling was the deceptively naive question he posed: “Why is no one 
happy today?” 74 

But these were the laments of the sated. From the other side of the iron 
curtain they could be sorely envied. Once confronted with these devel¬ 
opments in West Germany, the SED could hardly return to the gross 
neglect that had characterized its pre-New Course handling of con¬ 
sumer supply. Its own recognition of this fact was reflected in its efforts 
to introduce innovations in the sphere of retail, to improve the bu¬ 
reaucratic process of consumer supply, and to compile more-detailed 
statistics for comparing the standard of living in East and West Ger¬ 
many. None of these tasks had been wholly inaugurated by the New 
Course, but they all acquired an urgency and coherence from it that 
continued even as the SED embarked on more austere policies. 

Within East Germany’s array of retail offerings, two new develop¬ 
ments came to fruition in the mid-1950s: the mail-order catalogue and 
the installment plan. The mail-order catalogue, first introduced in 
Germany in the interwar years, reemerged in East Germany in the con¬ 
text of the New Course. SED economic planners initially envisioned it 
as a temporary means of supplying primarily the rural population with 
manufactured consumer goods. But once the retail net extended suffi¬ 
ciently into the countryside, they imagined, the mail-order catalogue 
would become superfluous. After a two-year test phase in the counties 
of Erfurt and Suhl, complemented by study delegations sent to West 
Germany, 75 the first republic-wide mail-order house opened on May 1, 
1956, in Leipzig (Versandhaus Leipzig) under the auspices of the Han- 
delsorganisation. The opening was accompanied by an extensive propa¬ 
ganda and advertising campaign, especially in the countryside. 76 In its 
first month, the Wramd/iaMsreceivedjustunder three thousand orders; 
nine months later, in December, it processed over sixty-seven thou¬ 
sand. In seventeen catalogues and prospects produced over the course 
of its first year, the Versandhaus offered clothing, shoes, kitchen appli¬ 
ances, wallpaper, cameras, children’s toys, sporting goods, watches, 
cosmetics, and leather goods. 77 
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The mail-order catalogue was an attempt to inject a greater degree 
of convenience into the lives of East German consumers, especially 
those living in thinly populated rural areas with limited shopping op¬ 
tions. It also represented a modernizing impulse. Taking West German 
mail-order businesses such as Neckermann and Quelle as a model, the 
Versandhaus Leipzig tried to make available an equally attractive and 
modern selection of goods, combined with appropriate ease and time¬ 
saving benefits for its customers. For shoppers accustomed to chronic 
shortages and long lines, the prospect of “shopping” from a catalogue, 
in the comfort of home, was uniquely appealing. In its slogans, the Ver¬ 
sandhaus placed special emphasis on these blessings: “shop in the cozi¬ 
ness of home, without risk” (Im behaglichen Heim ohne Risiko einkaitfen); 
“don’t waste time, buy at the Versandhaus ’ (keine Zeit verlaufen — beirn Ver¬ 
sandhaus kaufen). 

Nevertheless, the East German mail-order business faced serious 
obstacles. Since economic planners viewed it as a temporary effort, 
they neglected to outfit it properly with sufficient storage facilities and 
other technical equipment, a fact that detracted from its ability to op¬ 
erate efficiently. 78 Its own leaders repeatedly complained of unquali¬ 
fied personnel and poor organization, as a result of which catalogues 
invariably came out late. 79 Potential customers, meanwhile, had to be 
won over; they had to be convinced that they could trust the Versand¬ 
haus to deliver what it offered. But the Versandhaus was no more im¬ 
mune to problems in supply than other East German trade organs. 
Because manufacturers frequendy failed to fulfill their orders, or be¬ 
cause they delivered goods that differed in quality, style, or price from 
those items originally agreed upon, the Versandhaus was often unable 
to supply the products it advertised in its catalogues. Orders from cus¬ 
tomers flowed in but could not be fulfilled. 80 Under these conditions, 
trust remained elusive. Although by 1958 the Versandhaus counted 
225,000 registered customers, or 3.3 percent of all East German house¬ 
holds, its expected share of total retail sales came to only 0.06 percent. 
(In West Germany, the mail-order catalogue business accounted for 5 
percent of total retail sales.) 81 

With the installment plan the regime had greater success, though its 
introduction was a source of some controversy. In official socialist 
thought and propaganda the installment plan traditionally suffered 
from a bad reputation, associated as it was with deceptive capitalist 
marketing strategies. The installment plan was believed to exert a cor- 
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rupting influence: it kept workers in perpetual debt; it charged them 
unjustly marked-up prices and outrageous interest rates; if workers 
failed to keep up with their payment schedules, it cheated them out of 
the money they had paid, since sellers inevitably came to repossess the 
item purchased. The installment plan was understood primarily as that 
means by which capitalists tried to overcome the inescapable contra¬ 
diction between chronic overproduction and the minimal purchasing 
power of workers who toiled for low wages. 82 

However, in the wake of the June 1953 uprising SED leaders found 
themselves confronted with increasing requests, in part from workers, 
to create some kind of consumption credit service to make it easier to 
buy more expensive consumer goods, such as furniture, radios, rugs, 
and motorcycles. 83 In the summer of 1953, in that moment of unusual 
vulnerability, SED leaders acquiesced, calling forth vehement objec¬ 
tions from within the regime itself, particularly from finance officials. 
The Deutsche Investitionsbank protested: “In our economy hire pur¬ 
chases are in principle false. They are a typical result of capitalist over¬ 
production [combined] with the wildest competition for sales hampered 
by insufficiently solvent demand.” 84 But in the GDR, as the bank pointed 
out, the situation was reversed; there was no overproduction of “the most 
important consumption goods” but rather a significant shortage of 
commodities. Allowing installment plan purchases would dangerously 
inflate demand and consequently incite yet greater criticism of contin¬ 
ued shortages in the supply of consumer goods. Besides, the bank con¬ 
tinued, there was no installment plan in the Soviet Union, and with 
good reason: “It does not fit in the socialist economy. Even our Soviet 
comrades cannot recommend it to us.” 85 

But the pressure of the moment proved decisive. In the end, gov¬ 
ernment officials worked out a kind of compromise: the installment 
plan became a reality, but the banks retained control over the dispens¬ 
ing of credit. In keeping with the set of New Course measures adopted 
in the fall of 1953, the official ordinance allowing hire purchases in 
East Germany was adopted in October. 86 Consumers interested in buy¬ 
ing on credit now had to arrange the details with their local bank, 
where they were required to save a down payment of at least 25 percent 
of the total price for a period of at least ninety days in a special savings 
account. After the waiting period, the bank loaned the balance to the 
buyer, who was then able acquire the item in question at whichever re- 
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tail outlet (HO, Konsum, private) he or she desired. The credit limit 
was DM 2,000; the credit period could last no longer than two years. 
Payments were usually made on a monthly basis, and the bank charged 
6 percent interest on the loan. 87 

Proponents of the new arrangement were careful to differentiate the 
East German installment plan from those versions available in West 
Germany, which, they didy reiterated, reflected “capitalist overproduc¬ 
tion” and served as a means of “fleecing” the working class. 88 In the 
GDR, in contrast, credit buying would be a great boon to those in 
lower-income groups, in particular young married couples, allowing 
them to acquire furniture and other household items they would oth¬ 
erwise be unable to afford. Moreover, suitable controls were firmly in 
place to prevent East German citizens from falling into the vicious 
cycle of debt so ostensibly widespread in West Germany. The circle of 
goods one could buy on credit was limited to a few durable consumer 
goods. (In West Germany, clothing too could be bought on credit.) 
And most important, officials explained, the obligation to save the 25 
percent down payment over a minimum ninety-day period helped to 
inculcate an ethos of saving. In other words, even as East Germans con¬ 
sumed on credit, they would be educated and forced to take part in the 
virtues of saving. For finance officials, meanwhile, the saving require¬ 
ment was crucial in that it afforded them control over funds and 
helped chip away at the chronic monetary overhang. 

In fact, in West Germany the installment plan also aroused contro¬ 
versy. Immediately after the June 1948 currency reform, a varied array 
of institutions emerged to facilitate credit buying; by 1955 33 percent 
of the West German population bought on credit. Nevertheless, in the 
early 1950s a “working group for marketing questions,” led by the neo¬ 
liberal economist Wilhelm Ropke, launched a high-profile publicity 
campaign against the installment plan. Fearful that widespread credit 
buying would interfere with the market-regulating function of prices, 
Ropke and the working group raised the specter of a nation of “install¬ 
ment payers” being transformed into one of debtors. “Prussia became 
great through saving,” they insisted, “not through consumption cred¬ 
its.” 89 East German officials, meanwhile, were perfectly aware of the 
West German debate, as well as the real contribution the installment 
plan made to raising the living standards of West Germans. 90 The ob¬ 
jections of naysayers notwithstanding, the installment plan in West 
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Germany played a crucial role in broadening the circle of those able to 
benefit from the fruits of the Wirtschaftsiuunder. 

In East Germany, on the other hand, the installment plan, as regu¬ 
lated by the October 1953 ordinance, seemed to play a far less signifi¬ 
cant role. I have been unable to find statistics on the extent to which 
consumers were able to take advantage of the new ordinance. But 
clear indications of the limited practice of credit buying in East Ger¬ 
many were the growing stockpiles of excess inventory in furniture. By 
the summer of 1956 officials in the State Planning Commission were 
urging trade functionaries to work out measures for the second half of 
the year to make it easier for consumers to buy furniture, suggesting 
that retailers themselves might offer consumption credits and that it 
might even be possible to forgo the initial saving period and allow 
people to make purchases immediately upon payment of the first in¬ 
stallment. 91 Finance officials were quick to raise many of their old ob¬ 
jections. Making credit buying easier, they argued, would result in 
throwing the entire population into debt. It would undermine the 
ethos of saving. It would inflate demand well beyond the extent to 
which it could be met by supply and thus exacerbate the monetary 
overhang. The very elements distinguishing the East German install¬ 
ment plan from its West German counterpart would be lost. 92 And be¬ 
hind these arguments lurked the unspoken objection: if retailers now 
presided over the installment plan, finance officials would lose control 
over the dispensing of credit. 

Planning Commission and SED leaders, however, were more inter¬ 
ested in moving inventory and increasing the share of manufactured 
commodities (relative to food and semiluxuries) in the overall con¬ 
sumption patterns of East German consumers than they were afraid 
that their installment plan might share too many similarities with prac¬ 
tices in West Germany. In fact, the effort to expand the accessibility of 
the installment plan was driven by the recognized need to compete 
with the West German example. Consequently, as of October 1, 1956, 
East German citizens were allowed to buy on credit directly from state- 
owned retailers. The ninety-day saving period and the obligatory 25 
percent down payment were abandoned, and the credit limit was ex¬ 
panded to DM 3000. To protect consumers from the danger of falling 
into excessive debt, the credit provided could not exceed 20 percent of 
the buyer’s annual net income. 93 
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The results of this loosening of the terms of credit were instanta¬ 
neous. Installment-plan turnover in the fourth quarter of 1956 came to 
approximately DM 450 million, comprised of six hundred thousand 
installment plan contracts. The overwhelming portion of the buyers, 
nearly 60 percent of whom were workers, belonged to middle-income 
groups (monthly income between DM 300 and DM 400). Those items 
bought on credit included furniture (40 percent); radios (35 percent); 
nonclothing textiles, such as curtains and rugs (12 percent); and other 
manufactured goods, such as sewing machines and ovens (8 percent). 
The installment plan proved particularly effective in diminishing stock¬ 
piles of excess inventory. 94 In fact, the problem in subsequent months 
quickly became that of supply, as finance officials had predicted. 95 Nev¬ 
ertheless, installment plan buying continued at a brisk pace in the 
following year. Of all the furniture bought in state-owned retail, 60 per¬ 
cent was bought on the installment plan; 65 percent of all radio and 
hi-fi sets were bought on credit, as were 50 percent of all rugs and car¬ 
pets, and 60 percent of all sewing machines. In total, installment plan 
turnover for 1957 came to nearly DM 720 million. But more important 
than the grand total, which amounted only to a litde over 2 percent of 
total retail turnover, was the fact that millions of people were able to 
make use of credit buying and therefore to satisfy basic but relatively 
expensive and long-suspended household needs. 96 

The installment plan showed the regime trying to improve its provi¬ 
sioning of consumer goods. Efforts at improvement were also evident 
in simultaneously pursued organizational changes. At the end of 1955 
the Council of Ministers created the new Government Commission for 
Consumer Goods Production and the Provisioning of the Population. 
The commission included all the ministers and state secretaries in¬ 
volved in the production and supply of consumer goods. As with previ¬ 
ous commissions, this one, too, was supposed to facilitate coordination 
within the bureaucracy and to work out general problems and disagree¬ 
ments. 97 Indicative of the seriousness with which the SED took the new 
commission was its placement of no less a figure than Fred OelBner at its 
head. A long-standing Communist leader, OelBner joined SED Politburo 
in 1950. As the party’s leading theoretician, he was the Central Commit¬ 
tee’s secretary for propaganda and the chief editor of Einheit. Like Wal¬ 
ter Ulbricht, he was born in Leipzig and grew up in its working class 
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milieu, joining the socialist youth movement towards the end of the First 
World War at the age of fourteen. His father, Alfred OelBner, had been an 
active figure in the local SPD organization before the war. But as the fight¬ 
ing dragged on, OelBner pere and OelBner fils joined the Independent So¬ 
cialists (USPD) and then in 1920 the KPD. A conviction for conspiracy to 
commit treason landed him in jail between 1923 and 1925. Upon re¬ 
lease, he traveled to Moscow, where he studied and taught political econ¬ 
omy. After a period of further study and teaching in Paris and Berlin in 
the early 1930s, he returned to the Soviet Union, where he went under 
the Russian-sounding name of “Larev” and served as chief editor for 
German-language broadcasts on Moscow radio. In 1940 he even became 
a Soviet citizen and member of the Communist Party of the Soviet Union 
(CPSU), honors that served as sources of immense pride and prestige 
for German Communists. After returning to Germany with Wilhelm 
Pieck in July 1945, he immediately assumed leading functions as a KPD, 
and then SED, ideologist, propagandist, and educator. 98 

It was ironic and telling that OelBner, first encountered in this study 
as a voice seeking to subordinate the issue of individual consumption 
to a diffuse and heady vision of individual needs transcended by the 
great leap into the realm of socialist freedom, should now preside over 
a commission charged with addressing those very needs. His own tra¬ 
jectory from a position of willful, ideological unconcern to one of offi¬ 
cial responsibility for consumer supply neatly described the SED’s 
grudging but growing recognition of the problem it faced in supplying 
its citizens with consumer goods. And yet, as he took up his duties as 
head of the new commission at the end of 1955, OelBner was losing 
ground within the SED leadership. As a frequent critic of Ulbricht, par¬ 
ticularly before the June 1953 uprising, he had done much to alienate 
the party leader, who for his part had nothing but disdain for OelBner’s 
“intellectualism.” Ulbricht saw to it that OelBner lost his responsibility 
for propaganda in July 1954. In April 1955 OelBner suffered another 
setback when he lost his position as Central Committee secretary for 
agitation. OelBner nevertheless continued over the next few years to 
criticize Ulbricht for his arrogance and “egoism,” for his dictatorial 
style of rule, and for policies that, he believed, contributed to the grow¬ 
ing number of East Germans fleeing to the West. In the wake of Nikita 
Khrushchev’s shocking “secret speech” at the Soviet Union’s Twentieth 
Party Congress in February 1956, in which the Soviet leader de- 
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nounced Stalin’s “cult of personality,” OelBner and several other SED 
leaders were eager to apply its lessons to the GDR. In fact, OelBner 
openly accused Ulbricht of indulging in his own personality cult. 
Though his position within the leadership was slipping, OelBner 
remained a formidable figure until January 1958, when he was finally 
suspended from the Politburo for his alleged association with the 
“Schirdewan-Wollweber faction.” 99 

As head of the Government Commission for Consumer Goods Pro¬ 
duction and Provisioning, OelBner received repeated appeals for help 
not only from officials in trade but also from those in light industry. At 
times, they found his a sympathetic ear. At a meeting in July 1956, for ex¬ 
ample, in which the minister for light industry argued for a larger share 
of investments during the Second Five-Year Plan, OelBner was in full 
agreement, acknowledging that “the investment sum for the Ministry of 
Light Industry, compared to the total investment sum of the GDR, re¬ 
veals an underestimation of light industry. Several branches of industry 
[under] the Ministry for Light Industry have great political and eco¬ 
nomic significance, above all with regard to the swift rise in the standard 
of living of our population.” 100 The dangers of neglecting light industry 
were especially evident in the continued problem of East Germans shop¬ 
ping for clothing in West Berlin, which resulted not only in a significant 
loss of revenue for the state’s coffers but also in a loss of legitimacy for 
the state itself. As one particularly explicit report explained, 

The population hardly judges the worker-and-peasant state according 
to what it has created in the way of new factories, such as the ironworks 
in Stalinstadt, but rather according to how it perceives [the state] im¬ 
proving its living conditions, which, next to the provisioning of food, is 
reflected above all in the qualitatively better and less expensive provi¬ 
sioning of textiles. Here, especially in Berlin, a large part of the popula¬ 
tion of East Berlin and the surrounding area supplies itself with textiles 
from West Berlin, which, despite the exchange rate, are less expensive 
and often more tasteful than ours . . . The effects of shortcomings in the 
textile industry and the measures of the government in this area present 
a political situation that should be watched very closely by all members 
of the state and party apparatus . 101 

As this report and OelBner’s remarks suggest, there was now a percep¬ 
tion shared by officials and consumers alike that decent, even fashion- 



144 


The Rise, Decline, and Afterlife of the New Course 


able textiles and clothing fell within the realm of basic needs that 
could no longer justifiably be denied. There could be no excuse for the 
fact that so many consumers in the GDR’s best-provisioned city chose 
to clothe themselves across the open border. 

Nor were the West-Waren purchases of East Germans limited to the 
more fashionable clothing and textiles available in West Berlin. Drawn 
by the higher quality, greater availability, and—despite the exchange 
rate—cheaper prices of many Western goods, East Germans regularly 
bought shoes, spare parts for bicycles, kitchen knives, lightbulbs, razor 
blades, zippers, toilet paper, children’s toys, fashion magazines, ba¬ 
nanas, oranges, spices, chocolate, cocoa, and coffee in West Berlin. 
Officials in East Berlin estimated that in 1954 East Germans were 
spending approximately DM 200 million (eastmarks) per month in 
West Berlin. 102 SED leaders were watching intendy, assiduously compil¬ 
ing the statistics they needed for detailed comparisons. That the effort 
was driven by the competition with West Germany was openly admit¬ 
ted. A draft of an earlier ordinance on collecting statistics expressly 
stated, “The struggle for the peace and reunification of our fatherland 
is decisively influenced by the improvement in the living conditions 
[ Lebensverhaltnisse ] of the population of the GDR. They must in every 
respect be elevated above those of West Germany.” 103 

But perhaps the most high-profile concern about the standard of liv¬ 
ing in East Germany now came from the Soviet Union and its Commu¬ 
nist Party leadership. In January 1956 Khrushchev openly recognized 
the economic “battle between socialism and capitalism” taking place 
on German soil: “There, the borders are simply open, and there is a 
constant contact with the capitalist world to which the German Federal 
Republic belongs . . . There, the comparison is made; which [social] 
order creates better material conditions: that in West Germany or that 
in East Germany. So stands the question today.” 104 The following 
month Khrushchev delivered his “secret speech.” Not only did he de¬ 
nounce Stalin’s cult of personality, but he also adopted the doctrine of 
peaceful coexistence, thus rejecting Lenin’s thesis that war, as “the 
midwife of the revolution,” was inevitable. Instead, Khrushchev in¬ 
sisted, there could be a peaceful economic competition between the 
communist and capitalist worlds, as a result of which communism 
would be attained through peaceful, perhaps parliamentary, means. 
The only other alternative—“the most destructive war in history”— 
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was unacceptable. 105 Fully in keeping with the tenets of peaceful 
coexistence and economic competition, Khrushchev began to hold up 
a vision of the GDR as a “showcase” for the East Bloc. 106 The reverse im¬ 
age of this vision was the fear, heightened by West German economic 
success, that “the FRG could swallow the GDR.” 107 

As part of this competition, the East German State Statistical Office 
was given the task of producing household budget studies based on 
representative samplings of different social groups within the GDR and 
of analyzing the income and expenditures of the entire population. In 
its analyses of the standard of living (Lebensstandard), the Statistical 
Office took into account many of the categories one might have ex¬ 
pected, including the development of real wages, prices, and the cost 
of living; total and per capita retail sales; imports of semiluxuries; the 
production of consumer durables; and state expenditures on health, 
social services, and housing construction. However, East German stat¬ 
isticians had as yet no distinct, explicit concept of the category “stan¬ 
dard of living.” Only in the late 1950s did East German economic 
planners begin to propose their own theoretical boundaries for the 
concept. 108 And only in later years, particularly in the 1970s, did party 
literature and propaganda present a consistent and distinct explana¬ 
tion of the category, one defined largely as an alternative to that which 
had emerged in the West, emphasizing, above all, social policies that 
assured employment, material security, health care, child care, educa¬ 
tional opportunities, and easily affordable cultural offerings. But in the 
1950s, East German statisticians were primarily interested in the levels 
of private consumption of material consumption goods. In their tex¬ 
tual explanations of the figures and tables they provided, they tended 
to focus most of their attention on two aspects of the inquiry: the living 
conditions and consumption trends of East German workers as com¬ 
pared with the prewar period and statistical comparisons of present 
East and West German living standards. 

Far less significant as an alternative point of reference in the minds 
of officials and population alike were living conditions in the other 
countries of the Soviet bloc. After all, during the 1950s, the political di¬ 
vision of Germany was still an entirely new development; most East 
Germans continued to view the future of the “German question” as un¬ 
resolved. Feelings of connection to West Germany, whether viewed in 
political, cultural, historical, or familial terms, remained preeminent. 
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The countries of east-central Europe, on the other hand, did not yet 
feature as prominently as they later would in the experience of most 
East Germans. Although little research has been done on the subject of 
East German tourism, there is sufficient evidence showing that only in 
the late 1950s and 1960s did East Germans begin traveling in large 
numbers to the “people’s democracies.” 109 In later years, the regime 
may have drawn some comfort from the fact that East Germans could 
view their own living standards as somewhat higher than those in 
Poland or Czechoslovakia. But in the 1950s such comparisons, to the 
extent that they were made at all, offered little in the way of stabilizing 
succor. 

If anything, quite the opposite was true, as events in east-central Eu¬ 
rope in the mid-1950s, particularly after Khrushchev’s secret speech, 
offered a distincdy cautionary tale about the risks of imposing further 
hardships on already disgruntled and disaffected populations. In Oc¬ 
tober 1956 popular protests against the government in Poland brought 
to power Wladyslaw Gomuika, who promised greater independence 
from the Soviet Union and an end to Stalinist excesses. The following 
month, revolution erupted in Hungary, only to be violendy suppressed 
by Soviet forces. As Peter Grieder has suggested, Ulbricht’s “greatest 
fear” between 1956 and 1958 was that a “German Gomuika” might 
emerge to capitalize on popular protests and obtain Soviet approval 
for a change in leadership. Nor was Ulbricht’s fear altogether un¬ 
grounded, as the upheavals in Poland and Hungary did inspire limited 
protests from workers and students in the GDR, raising the specter of 
another June 17. 110 There was, in short, pressure on the SED leader¬ 
ship from both the West and the East not to lose sight of the enduring 
imperative of the New Course. 

Compared to the standards of the prewar period, the GDR had made 
undeniable progress during the tirst Five-Year Plan. The real wages of 
industrial workers (Industriearbeiter )—a category one report identided 
as “the decisive tigure forjudging the conditions of the working popu¬ 
lation [ Werktatigen] ”—had risen above prewar levels. 111 The cost of liv¬ 
ing for a four-person family (average monthly income of DM 390) had 
dropped considerably since 1950. And by 1955 retail prices for food¬ 
stuffs had fallen even further than the Five-Year Plan had foreseen. 112 
Consequently, in 1955, ten years after the end of the war, East German 
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consumption of butter, margarine, and sugar exceeded 1936 levels. 
The consumption of eggs and meat (a traditional indicator of living 
conditions in Germany) nearly equaled those levels. Conversely, the 
consumption of bread and potatoes, hitherto expanded due to short¬ 
ages in meat and eggs, gradually sunk to prewar levels. 113 On the other 
hand, East German consumption of textiles, clothing, and many semi¬ 
luxuries remained well below 1936 levels. 114 

More important, comparisons with West Germany shed unfavorable 
light on East German achievements. Since retail prices in general and 
in every individual category of consumer goods (excepting rent, gas, 
and electricity) were higher in East Germany, the overall cost of living 
remained higher than that in West Germany. Taking 1936 prices as a 
basis, East German statisticians calculated that textiles and clothing 
were more than twice as expensive, semiluxuries were nearly twice as 
expensive, and foodstuffs, though still pardy rationed, were in general 
about one-third more expensive in the GDR than in the FRG. 115 Mean¬ 
while, West Germany in 1955 was importing six times more fruit (Siid- 
fruchte), three to four times more coffee, and four times more cocoa 
per head than East Germany. (For the first time, in 1955, the GDR im¬ 
ported more tea.) Finally, the Statistical Office noted the still early but 
swiftly widening gap between East and West German production of 
new consumer durables, in particular, television sets. In 1955, West 
Germany had produced over 300,000 TVs, while East Germany had 
produced only 38,610. 116 

East German achievements in the area of individual consumption 
were hardly negligible, particularly in view of the regime’s overwhelm¬ 
ing emphasis on heavy industrial production, combined with the vast 
resources extracted by the Soviets under the umbrella of reparations. 
But as the tempo of prosperity in West Germany began to accelerate, 
the West German example came to displace memories of the prewar 
years as a point of reference for regime and population alike. This shift 
was most dramatically evident in the dangerously upward trend in the 
number of refugees fleeing to West Germany. 117 If for that reason 
alone, the New Course, even in full eclipse, remained an enduring im¬ 
perative. But, in fact, the cause of consumer supply had come to enjoy 
a legitimacy it had never known before the New Course, buoyed in part 
by Khrushchev’s vision of the GDR as a showcase for socialism. In their 
subsequent appeals for aid from the Soviet Union, for example, SED 
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leaders could now explicitly invoke the running competition with West 
Germany to leverage their pleas for material help. As the SED Central 
Committee explained to Khrushchev in May 1956, “a worsening of the 
provisioning” compared to 1955 would, “in view of the competition 
with West Germany, have very alarming results.” 118 Moreover, the very 
task of consumer supply had become more elevated in nature, as tra¬ 
ditional needs (bread, potatoes, work clothes) were increasinglyjoined 
by newer demands (fashionable clothing, refrigerators, TVs). At mid¬ 
decade the East German regime found itself in a precarious position, 
having embarked on a return to productivism after legitimizing con¬ 
cessions to consumerism. Nowhere within the SED state were these 
conflicting impulses more apparent than in the unhappy relationship 
between trade and industry. 



CHAPTER 5 


Demand Research and the Relations 
between Trade and Industry 


The antagonistic contradiction between production and market is 
therefore alien to the planned development of the economy. 
Der Handel, June 1952 


In the course of the last century the attempt to understand consumer 
behavior gave rise to exceedingly fertile fields of scholarly and com¬ 
mercial inquiry. Whether motivated by disinterested, “scientific” cu¬ 
riosity or practical business interest, economists, social scientists, and 
professional market researchers developed an array of sophisticated 
quantitative and qualitative methods for analyzing and predicting how 
people shop, what they buy, why they buy what they buy, and how they 
might even be made to buy things they never intended buying. Market 
research evolved into a “science,” a profession, an indispensable tool in 
the complex processes of producing, marketing, merchandising, and 
consuming commodities in modern societies. And yet it is also some¬ 
thing about which we know astonishingly little. Its methods remain ar¬ 
cane and mysterious to most people, at times arousing suspicion and 
distrust. Its past is an amorphous expanse only beginning to acquire 
basic definition. 1 The subject of market research in the socialist coun¬ 
tries of the Soviet bloc is terrain even more obscure. 2 

How, in the absence of a Western-style market mechanism, did so¬ 
cialist states understand and negotiate the complex relationship be¬ 
tween supply and demand? How did economic planners attempt to 
observe and respond to the frequently, and often hollowly, invoked 
“ever-increasing material and cultural needs” of consumers? How did 
they define “needs” and “demand”? To what extent were they able to 
predict and, as they openly hoped, guide consumer demand? This 
chapter addresses these questions by exploring the development of 
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“demand research” (Bedarfsforschung) in East Germany in the 1950s. 
Emerging with the step-by-step loosening of ration controls, East Ger¬ 
man demand research was the means by which trade-and-provisioning 
planners hoped both to know consumer demand and to pass that 
knowledge on to the production ministries. Backed by the irrefutable 
data of their research, officials in the Ministry for Trade and Provision¬ 
ing hoped they would be better able to represent the demands of con¬ 
sumers vis-a-vis industry and as a result fulfill (if not “overfulfil!”) their 
sales plans. That, at any rate, was the idea. As we shall see, a host of ob¬ 
stacles intervened to frustrate their goals; foremost among these obsta¬ 
cles was the continued ability of industry to neglect the demands of 
domestic trade. 

This is not the place for a detailed reconstruction of the history of mar¬ 
ket research in Germany. 3 Nevertheless, it is necessary to trace briefly 
the main lines of its development, which, like so many markers of 
modernity in German history, have their beginnings in the years im¬ 
mediately following the First World War. The best firsthand account of 
the early years is the chronicle provided by Georg Bergler, a leading 
practitioner in the field before and after the Second World War. 4 Ac¬ 
cording to Bergler, the first tentative, uncoordinated efforts in market 
research were initiated by manufacturers of consumer goods and pro¬ 
fessional advertisers after the end of World War I, when entrepreneurs 
and advertisers began to analyze their markets more systematically by 
employing customer questionnaires, testing reactions to new brand- 
name products, and incorporating the findings of psychology and so¬ 
ciology. The impulse to do so grew out of the turbulence into which 
wartime and postwar economic difficulties had thrown traditional mar¬ 
kets. By the mid-1920s, the influence of American advertising agencies 
and consultants in Germany also played an important role in these 
early developments. In addition, there emerged a body of specialized 
“scientific” literature on the subject, supported by several trade jour¬ 
nals and by the Institute for the Observation of the Economy of Ger¬ 
man Finished Goods (Institut fur Wirtschaftsbeobachtung der deutschen 
Fertigiuare), founded in 1925. 5 

The institute’s founder, Wilhelm Vershofen, deserves more than 
anyone to be designated the father of German “consumption research” 
(Verbrauchsforschung or Konsumforschung). Vershofen’s posthumous repu- 
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tation is mixed. Former colleagues were filled with respect and admira¬ 
tion; Bergler described him as an important innovator, “the intellectual 
heart” of his institute, even as the “master and founder of European 
market research.” 6 Historians interested in the pre-World War II career 
of Ludwig Erhard, whom Vershofen employed at the institute, have 
been more equivocal: some treat him seriously but acknowledge that 
he was “a prickly customer” and “not the easiest of masters to serve”; 7 
others write him off as an ungifted and unimportant economist, a dilet¬ 
tante who also wrote novels. 8 He was above all a man who straddled the 
worlds of business and the university, first making his reputation as the 
director of the Association of German Household-Porcelain Works 
(Verband Deutscher Porzellangeschirrfabriken). In 1923 he was called to a 
professorship at the Nuremberg Hochschule fiir Wirtschafts- und Sozial- 
wissenschaften, where, in 1925, he created the Institut fiir Wirtschafts- 
beobachtung. 9 

The institute, like its creator, was as devoted to scholarship, research, 
and instruction as it was to their practical uses in the business world. It 
served, therefore, as a meeting point for market researchers, advertis¬ 
ers, and salesmen. From the very beginning Vershofen was clear that 
consumption research needed to be embedded in the larger task of 
marketing (Absatzwirtschaft). He was particularly interested in the more 
obscure motives and irrational impulses behind consumer behavior. In 
Bergler’s view, his was a kind of “motivational research” before the 
name, preceding by decades that brand of analysis associated most 
closely with Dr. Ernest Dichter and made so well known (and infa¬ 
mous) in the 1950s through Vance Packard’s best-selling “expose,” The 
Hidden Persuaders. Most probably influenced by Georg Simmel, Ver¬ 
shofen believed that at the most basic level people were driven by the 
simultaneous and competing needs for conformity and distinction, for 
belonging and withdrawal. 10 In a book that appeared in 1930, Wirtschaft 
als Schicksal und Aufgabe —its title played on Walter Rathenau’s fa¬ 
mously melancholy observation that “the economy is our fate”— 
Vershofen wrote, “From the relations to the whole there arises the 
need for recognition [ Geltungsbedurfnis ] that, in turn, appears in the 
double quality as the need for adapting [ Angleicliungsbedurfnis ] and as 
the need for standing out [ Abhebungsbediirfnis] (based in the drive for 
acceptance and the drive for distinction).” 11 It was the job of market 
research to hold in view this “polar tension” between the individual 
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and the community and, in doing so, to probe the deeper motives 
guiding consumer behavior. 

In Vershofen’s thinking and practical work the task of consumption 
research acquired even greater urgency with the onset of the Great De¬ 
pression. He believed that the study of consumption and marketing 
would help avoid, or minimize, the problems of overproduction and 
mass unemployment and that the only way out of the slump was to in¬ 
crease the purchasing power and spending of consumers. 12 These were 
unpopular ideas under Nazi rule. Nevertheless, the institute main¬ 
tained its commitment to consumption research, establishing in 1935 
the only institution of its kind in Germany: the Society for Consump¬ 
tion Research (GesellschaftfurKonsumforschung), led by Vershofen, Erich 
Schafer, and Ludwig Erhard. The society counted among its members 
individual scholars, businessmen, advertisers, and business associations. 
It held conferences and seminars, and it carried out research projects at 
the behest of companies as well as its own scholarly impulses. 13 

Among the society’s most important innovations was its organization 
of consumption “correspondents.” The society divided the entire coun¬ 
try into a collection of “correspondent districts” (Korrespondenten-Bezirke), 
based on the most important economic and sociological characteristics 
of particular regions. Each district was assigned one correspondent or 
in some cases two if a district was very densely populated. The entire 
system, which initially required approximately five hundred corre¬ 
spondents, allowed the society to develop its famous purchasing-power 
map of Germany. The correspondents’ training consisted of intermit¬ 
tent weekend seminars and printed materials distributed by the society, 
with the help of which they carried out extensive interviews (Befra- 
gungsgesprache) with consumers. Depending on the project in question, 
the society would usually have its correspondents carry out between 
five and ten thousand “representative” interviews nationwide. 14 Ac¬ 
cording to Bergler, the society did meet certain obstacles, including a 
general skepticism about the uses of its work, official suspicion on the 
part of the Gestapo, and the Nazi regime’s increasing subordination of 
consumption to other economic priorities, especially the rearmament 
effort, which began in earnest in the mid-1930s. Still, the society was 
able to continue and develop its work nearly right up to the end of the 
war. After the Anschluss it had even expanded its activity; by 1941 it 
counted within its purview eight hundred “consumption districts.” 15 
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After the war, the society resumed its work in the Western zones of 
occupation. The society’s approach, with its emphasis on the deeper 
psychological motives driving consumer behavior, soon regained pre¬ 
eminence, buoyed by the vogue of Ernest Dichter’s “motivational 
research.” The Germans, after all, could (and did) claim to have prac¬ 
ticed it for decades. Developments in East Germany, of course, took 
quite a different turn. 

Already by the beginning of the 1950s, the SED leadership had realized 
that some form of market research was needed to help bring produc¬ 
tion and consumption into smoother alignment with each other. Most 
immediately, it was necessary to overcome the chronic, embarrassing 
problem of the so-called Uberplanbestande (inventories in excess of the 
plan), a phenomenon that has since come to be recognized as one of 
the signature paradoxes of Soviet-type economies: alongside chronic 
shortages in consumer goods there existed large stockpiles of conspic¬ 
uous waste, items which remained unsold because they were of poor 
quality, were considered too expensive or unfashionable, or came in 
the wrong styles, sizes, colors, and so on. In East Germany, from the 
very beginning, even as most consumer goods continued to be ra¬ 
tioned and conditions of extreme austerity prevailed, the fledgling 
planned economy delivered piles of unwanted merchandise. As Grete 
Wittkowski openly admitted in the pages of Einheit, “commodities are 
produced for which there is actually no demand.” 16 

Wittkowski was one of the few women in East Germany to have 
achieved a leading position within the state apparatus. She was Bruno 
Leuschner’s deputy in the DWK and the Ministry of Planning (the pre¬ 
cursor to the State Planning Commission). She had studied economics 
in Berlin and Basel, receiving her doctorate in 1934. A Zionist since the 
age of twelve, she began to study Marxism-Leninism in the early 1930s 
and joined the KPD in September 1932. During the Nazi years she 
moved back and forth between Switzerland and Berlin, carrying out 
“small jobs” for the party and editing party propaganda. She spent the 
war in England and returned to Berlin in 1946. At the time she was 
writing about Uberplanbestande in late 1951, her position within the ap¬ 
paratus had slipped as a result of the Stalinist purge of “Zionist con¬ 
spirators” then sweeping through the Soviet bloc. 17 Now serving as 
the president of the Association of Consumer Cooperatives (VdK), 
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Wittkowski fully recognized that the failures of the planning apparatus 
were a source of serious embarrassment for the SED. Socialism, as party 
leaders genuinely believed and endlessly repeated, would not only pro¬ 
vide greater social justice than capitalism but would also enhance eco¬ 
nomic efficiency, all awkward evidence to the contrary notwithstanding. 
The problem of Uberplanbestande was further complicated by a combi¬ 
nation of recent wage increases and price reductions in the HOs. As 
Wittkowski suggested, “Our workers, though they possess sufficient pur¬ 
chasing power to satisfy their demand, do not find the goods they desire 
to purchase.” 18 Conspicuously absent from the planning equation was a 
real “analysis of demand.” The task was clear and simple: “to determine 
the demand and the desires of our population at the lowest levels of 
trade, and to see that what is produced corresponds to this demand. To¬ 
day this is not the case.” 19 In short, Wittkowski was calling for an enlist¬ 
ment of socialist retail (HOs and consumer co-ops) in the task of 
ascertaining consumer demand. It was those who worked in retail, after 
all, who had the closest view of the desires of consumers. 

Wittkowski was hardly the sole driving force behind the development 
of East German demand research. In fact, she was giving expression to 
sentiments that had been aired several months previously at a meeting 
of the SED Central Committee, where party leaders assessed the results 
of the first months of the Five-Year Plan. 20 In their discussions it became 
abundantly clear that the combination of growing purchasing power 
resulting from wage increases and price reductions, the expanding 
Uberplanbestande, and the ongoing step-by-step process of removing in¬ 
dividual consumer items from the constraints of rationing made it nec¬ 
essary to establish some means of monitoring the selling and buying of 
consumer goods within the planned economy. Officials in trade, for 
their part, greeted the new task with enthusiasm. In fact, for years they 
had themselves been calling for the creation of a system of market re¬ 
search. 21 While they shared the hopes of SED leaders that such a system 
would help rationalize the relationship between production and con¬ 
sumption, they also hoped that it would provide them with the data they 
needed to press their demands more forcefully on manufacturers of 
consumer goods. Such a system, in other words, was seen as a prerequi¬ 
site for strengthening the position of trade in relation to industry. 

Building the system of demand research was a gradual process be¬ 
ginning in early 1952 under the guidance of Werner Kelch, head of the 
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newly created Department of Demand Research within the Ministry for 
Trade and Provisioning. 22 As Kelch explained in January 1952, “For re¬ 
tail trade the most important side of demand research is the observa¬ 
tion of the unsatisfied demand of the population . . . More than ever 
retail must turn its ear to the consumer, the salesman must follow 
closely the demands of customers and pay careful attention to their ob¬ 
servations and desires.” 23 At every stage the East Germans were careful 
to distinguish their own demand research from “bourgeois market re¬ 
search,” which they derided as a “tool of the class struggle,” employed 
by the ruling class to increase profits and intensify the exploitation of 
the proletariat. 24 According to Kelch, demand research was to be 
carried out daily, in a systematic manner, on a scientific basis. Most am¬ 
bitiously, demand research would seek not merely to follow the mysteri¬ 
ous and complex variations in consumer demand but also to exert an 
active influence on it, thus performing “a demand-guiding function.” 25 
As we have seen, this last professed goal could draw on both Nazi and 
Soviet precedents, but it was the Soviet example that featured in East 
German sources and discussions. 26 They did not specify exactly how 
the research would help to guide consumer demand. Nor is it clear 
how seriously trade functionaries took the goal of guiding demand. In 
these early years of East Germany’s history, the belief in the efficacy of 
scientific planning in all aspects of social and economic life was still 
widely held within and outside the ranks of officialdom. At the very 
least, proclaiming the goal was viewed as a necessary part of legitimiz¬ 
ing the task. 

But what did the East Germans mean when they spoke of “demand”? 
As an economic category, East German demand bore little resem¬ 
blance to what Western economists understand by the term. The dif¬ 
ference had partly to do with the different roles played by prices in 
socialism and capitalism. In capitalism, prices fulfill allocating and 
communicating roles; they reflect scarcity (supply and demand) and 
indicate the extent to which particular products are profitable. In con¬ 
trast, prices in East Germany performed neither of these roles. Rather 
than reflect supply and demand, prices were supposed to reflect costs, 
though in truth the prices for most basic consumer goods had to be 
subsidized for political reasons as the costs of labor and raw materials 
increased. As a result, the information conveyed by market prices was 
lost, and the plan took over the task of allocating goods and services. 
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The East German understanding of demand was further compli¬ 
cated by the alternating use of two different German words, Nachfrage 
and Bedarf. The first is generally used in the standard phrase, supply 
and demand (Angebot und Nachfrage). The second term, Bedarf is very 
close to Nachfrage but also connotes need, (Bediirfnis) and is therefore 
used to express demand for specific commodities. As such, Bedarf rep¬ 
resented needs appearing in the marketplace already shaped by cer¬ 
tain factors, such as purchasing power, sex, age, taste, and fashion. But 
Bedarf differed from Nachfrage in two other ways as well: first, in being 
closer to Bediirfnis, it occupied a higher moral ground; second, it was a 
quantity to be determined by authorities or suppliers. Thus, East Ger¬ 
man demand researchers very often spoke of Bedarfsermittlung or “de¬ 
mand inquiry.” Where Bedarf was calculable, Nachfrage was mercurial; 
where Bedarf could be planned, Nachfrage had to be accommodated. It 
is perhaps most useful to see Bedarf as occupying a space between Nach- 
frage and Bediirfnis, as a metaphor for the regime’s ambivalent, ongoing 
struggle with a consumer demand it needed to keep within limits but 
also desired to satisfy. Of course, the connection between Bedarf and 
consumers could hardly be ignored. For their part, East German offi¬ 
cials, in practice, often used Bedarf and Nachfrage i n te rc 1 1 an ge a b I y, rec¬ 
ognizing demand as a dynamic, complex, and varied phenomenon, 
anything but stable. 

How was “systematic demand research” supposed to work? Accord¬ 
ing to guidelines produced by Kelch, published in Der Handel, and 
passed down to local trade organs, the process began in the individual 
retail outlet and extended all the way to the upper reaches of the plan¬ 
ning bureaucracy. 27 Retail sales personnel had the daily task of writing 
down the comments and criticisms of customers on specially prepared 
note slips. To ensure prompt attention to problems, they were obliged 
to include the date on which the note was taken and their own names 
as note-takers. They were to classify complaints as either common and 
ongoing or one-time only, as coming from regular customers or ran¬ 
dom passersby, as justified or unjustified in the context of the store and 
its assortment of goods. Signs were to be posted in the stores, prompt¬ 
ing customers to make sure that employees were writing down their 
comments. Every week’s accumulated notes were then to be discussed 
at store meetings or “demand consultations” (Bedarfsberatimgen), where 
employees discussed the notes they had taken as well as the comments 
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written down by customers in the so-called desire and complaint books 
(Wunsch- und Beschwerdebiicher) supplied and maintained on the selling 
floor by the stores. 28 

At every level of the bureaucracy, trade functionaries were to address 
a prescribed set of concerns: achieved satisfaction of demand (Bedarfs- 
deckung), attitudes of customers to commodity supply, unexpected 
changes in demand and their causes, and measures taken to overcome 
shortcomings in commodity supply. The information would make its 
way finally to the Department for Demand Research in the Ministry for 
Trade and Provisioning, which would in theory be able to piece to¬ 
gether a coherent view of consumer demand, the extent to which it was 
being satisfied, and the measures required for improving the provi¬ 
sioning of the population. 29 And, in fact, the reports produced at the 
local levels did enable the department to summarize their findings, in¬ 
corporate them into the ministry’s overall commodity supply plans, 
and submit the information to the State Planning Commission on a 
regular basis. 

The summaries produced by the department conveyed essential, if 
often sobering, information, ranging from the general to the specific, 
from the basic to the more nnanced. For example, reporting on de¬ 
mand research to the State Planning Commission in February 1953, 
that is, in the midst of the provisioning crisis brought on by the 
regime’s decision to accelerate the tempo of the construction of so¬ 
cialism, Kelch highlighted many of the shortfalls in the supply of food¬ 
stuffs. 30 Yet, even at this moment, with food items becoming increasingly 
scarce, Kelch also devoted attention to questions one might have con¬ 
sidered less pressing. 31 In his discussion of leather shoes, for example, 
he began by noting that the supply had been helped substantially by 
the availability of imports (from where he did not say). The imported 
shoes sold quickly; they were “much desired.” Customers repeatedly 
praised their high quality. However, moving easily from the issue of 
quality to that of fashion, he also made a point of adding, “In this con¬ 
nection it has been pointed out that our products are often behind the im¬ 
ported products in their fashion development.'’ Getting more specific, he 
continued, “Now, as before, in men’s and women’s shoes the sporty 
models are most in demand, especially brown colors, California mod¬ 
els, and pumps. Already the demand for spring and summer models 
has set in, with a particular emphasis on fashionable colors and 
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styles.” 32 Of course, in February 1953 neither Kelch nor anyone else in 
East Germany had an inkling of the uprising to come. Nevertheless, 
one is struck—despite the characteristically neutral, bureaucratic 
tone—by the range of information supplied through the system of de¬ 
mand research, even at this moment of mounting crisis in the provi¬ 
sioning of the population. 

In less acute moments, the reports generally monitored the influ¬ 
ence of seasonal changes on consumer demand; they took note of the 
price ranges most desired for particular commodities; they observed 
that consumers were willing at times to pay higher prices for better- 
quality goods, particularly if they were imported from West Germany 
or other Western countries. 33 The reports showed how the available 
supply of goods might induce variations or substitutions in consumer 
demand (for instance, the greater the amount of fresh food items avail¬ 
able, the lower the demand for canned goods). The reports also passed 
on complaints about faulty merchandise and shortcomings in com¬ 
modity supply. Frequently they made reference to ugly scenes in which 
frustrated shoppers became outright nasty. 34 

But what the reports failed to provide was a clear picture of these 
customers, nasty or polite, real or imagined. Skulking in the back¬ 
ground as faint shadows behind the abstract categories of demand and 
purchasing power, consumers did not appear as identifiable embodied 
beings. Beyond the most basic differentiation of demand according to 
age, sex, and region, there was no sustained, systematic attempt to 
break down consumers and their desires into discrete groups accord¬ 
ing to income, occupation, level of education, or any other typology 
that might have provided a fuller image of the carriers of demand. 
Here, demand researchers may have been victims of official ideology: 
how could a state ostensibly devoted to breaking down social divisions 
reinforce them by catering to a stratified set of habits, tastes, and men¬ 
talities of consumption? 

Nor did the reports take the research project beyond the actual sale 
of commodities. That is, there was little attention to how people con¬ 
sumed. Were shoppers happy with their purchases? What might their 
purchases have meant to consumers? What deeper psychological pro¬ 
cesses may have been at work? 35 These questions were not asked. The 
limited criteria of fulfilling specific plans encouraged a narrow focus 
on the rate and extent of sales turnover. Demand researchers took no 
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interest in the postpurchase relationship between a commodity and its 
consumer. Perhaps the emphasis on Bedarf instead of Nachfrage rein¬ 
forced a neglect of these questions. It is hardly surprising, therefore, 
that the research failed to play its assigned role in the task of demand 
guidance (Bedarfslenkung or Bedarfsbildung). The sad irony for demand 
researchers was the fact that two of the most important factors influ¬ 
encing demand—wages and prices—were largely beyond the control 
of the ministry under whose auspices they labored. Any true descrip¬ 
tion of the process by which consumer demand emerged must take 
into account the regime’s overall amalgam of planning, improvisation, 
and attempts (successful and unsuccessful) to respond to the demands 
of consumers. We will return to this problem at the end of the chapter. 

In the meantime, officials in the Ministry for Trade and Provisioning 
soon faced a problem of a more immediate and galling nature. As a re¬ 
port from the Association of Consumer Cooperatives explained, “We 
cannot help gaining the impression that the demand investigations 
carefully compiled by us from the sales level do not receive the neces¬ 
sary consideration from the responsible ministries ... In order that 
the entire demand research not become a [merely] formal affair, we 
are obliged, and our stores demand, to be informed of the measures 
introduced for the realization of the desires [of consumers].” 36 At the 
crux of the whole endeavor was the extent to which the results of de¬ 
mand research actually influenced the production of consumer goods. 
Were that influence to prove chimerical, the entire effort would have 
been little more than an exercise in futility. What recourse did trade 
possess in the event of indifference on the part of industry? 

In practice such indifference was hardly hypothetical, nor was it in¬ 
frequent. Trade officials had been complaining for years about manu¬ 
facturers delivering to wholesalers and retailers merchandise that 
arrived late, was faulty, or consisted of goods that simply hadn’t been 
ordered. Repeatedly, they had insisted on the need for trade to assume 
a more assertive role in its relations with industry, as well as greater ini¬ 
tiative in its knowledge of and advocacy for the demands of consumers. 
The two tasks were seen as inextricably connected. 37 With the com¬ 
plexities arising from the removal of items from rationing controls, the 
expansion of the HO, and the lowering of its prices, the relationship 
between trade and industry cried out for a fixed and articulated mode 
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of regulation. By the summer of 1951, complaints from trade about in¬ 
dustry failing to fulfill its agreements, combined with articles in the 
press reflecting those complaints, forced leading officials in the State 
Planning Commission to address the situation. 38 

Over the course of the following months they drafted the outlines of 
a legal system of contracts for regulating relations between the various 
economic entities throughout the economy. The results of their efforts 
were two laws adopted in December 1951, the first providing for the 
terms of the contracts and the second for creating a set of courts to ad¬ 
judicate any disputes which might arise. 39 According to the first law, all 
contracts were required to be in keeping with already approved eco¬ 
nomic plans. In the event of one party’s failure to meet the terms of a 
contract, the law provided for the application of contract penalties. It 
also allowed for the possibility of changing contracts in response to 
changes in economic plans. The second law provided for the establish¬ 
ment of a system of contract courts at the central and regional levels to 
preside over contract disputes. 40 Because their jurisdiction covered the 
economy as a whole, cutting across the activities of nearly all state min¬ 
istries, the courts functioned under the Council of Ministers. The 
council appointed the president of the Central State Contract Court; 
the president, in turn, appointed all of the judges on the court, as well 
as the directors (presiding judges) of the fifteen district courts. 

The authority of the courts was broadly conceived, extending into 
that area where adjudicating disputes overlapped with overseeing the 
implementation of economic plans. The courts could not only order 
an enterprise to comply with an existing contract but also change that 
contract if they judged that it contradicted a plan. The central court 
could go a step further, recommending changes to the plan itself in 
light of difficulties revealed by a particular case. 41 In a limited sense, 
therefore, the courts had considerable leeway in resolving disputes. 
There was no need to confine their role to deciding whether one party 
had violated the terms of a legally binding contract. If necessary, for 
economic or political reasons, the courts could simply change the con¬ 
tracts. In the larger sense, however, that leeway was constrained by the 
Council of Ministers and its economic and political priorities. The 
courts, in other words, constituted yet another malleable instrument in 
the hands of the SED leadership, to be employed in enforcing the pri¬ 
orities of the moment. 
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For those working in trade, the contract system was initially seen as 
a great boon, as an opportunity for increasing the influence of trade 
on industry and thus for helping to ensure a supply of “demand and 
quality-appropriate” consumer goods. 42 But these initial hopes were 
soon disappointed as reports began almost immediately to flow in, 
highlighting the failures of manufacturers to meet the terms of con¬ 
tracts. As a May 1952 report from the Brandenburg Association of Con¬ 
sumer Cooperatives pointed out in frustration, “The introduction of 
the contract system with the imposition of contract penalties is sup¬ 
posed to ensure that the contract partners fulfill with the utmost care 
the tasks incumbent upon them and take all the steps necessary to 
make sure that the preconditions for the fulfillment of contracts have 
been created.” 43 And yet, as the report made clear, the fulfillment of 
first-quarter contracts for textiles fell well below the commodity supply 
plans, in some categories by as much as almost 50 percent. As a result, 
the consumer co-ops were unable to fulfill their own sales plans. For 
their part, manufacturers complained of not receiving the necessary 
raw materials to produce the goods required by the plans. Hence the 
report’s reference to the “preconditions” necessary for fulfillment. 

The report was typical. Disillusionment with the contact system soon 
found expression in the pages of Der Handel. By the summer of 1952, 
the editors were complaining about “shortcomings in the application 
of the contract system” and “insufficient influence on production.” 44 A 
little over a year later, one writer depicted a system awash in paperwork 
and bureaucracy, serving little purpose, since most cases were thrown 
out anyway as enterprises convinced the courts of their inability to 
meet their contracts due to a chronic lack of promised materials. 45 
Subsequent reports in the following years testified to an unchanging 
deadlock. From the perspective of trade, the system failed to protect its 
interests; even retailers and wholesalers paid it increasingly less atten¬ 
tion, since it afforded no remedy for what trade functionaries alone 
seemed to recognize as “the political significance” of shortcomings in 
the supply of consumer goods. 46 Although this apparent disaffection 
brought on charges that trade failed to apply the contract system with 
sufficient vigor, even officials in the SED and the Planning Commission 
had to acknowledge that its ability to do so was seriously complicated 
by the role played by industry in canceling contracts and delivering un¬ 
acceptable merchandise. 47 
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It was no doubt true that in many cases botdenecks in the supply of 
materials interfered with the ability of manufacturers to meet the 
terms of their contracts with trade organs. Nevertheless, lack of mate¬ 
rials was hardly the whole story, and with constant repetition the re¬ 
frain came to strain the credulity of SED leaders themselves. In fact, as 
students of Soviet-type economies have long known, there were other 
important factors hindering a “demand-appropriate” flow of consumer 
goods from producers to retailers. Perhaps most important was the 
lack of incentive on the part of state-owned manufacturers to perform 
as required. The shortage economy created a seller’s market, as a result 
of which individual enterprises felt no real compulsion to perform 
based on a fear of losing buyers to competitors. Neither the danger of 
incurring losses nor the potential appeal of making profits played a 
motivating role. 48 In fact, in some respects, enterprises had a distinct 
interest in underperforming as a means of avoiding more demanding 
plans in the future. In other words, the individual firm had a clear in¬ 
terest in receiving from superior authorities as easy a plan as possible 
and as great a supply of materials and labor as possible. Performing 
“too well” was a disadvantage because it encouraged central planners 
in the future to maintain, if not increase, the pressure on the firm to 
show optimum output with minimum inputs. The result was a perpet¬ 
ual process of vertical bargaining within the system, in the course of 
which information about production capacity and input requirements 
became increasingly distorted. 49 And beyond the level of the actual en¬ 
terprise, that is, within the ascending hierarchy of the administrative 
planning bureaucracy, planners were most concerned with increas¬ 
ingly abstract aggregate indicators and broader categories of produc¬ 
tion value, to the obvious neglect of the vast quantity of itemized details 
pertinent to satisfying the particular desires of consumers for particu¬ 
lar kinds of consumer goods, their styles, sizes, designs, colors, and so 
on. Here, meeting the plan meant meeting the target for aggregate 
output. Lost was the finer focus required for the particularities and vi¬ 
cissitudes of the consumer economy. 

Contributing significantly to the weakness of trade in its relations with 
industry was its inability to present a united front. Had all trade organs 
been able to maintain a shared steadfastness in their demands, they 
might have been able to put more pressure on manufacturers of con- 
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sumer goods to comply with the contracts as written, for example, by 
simply rejecting unacceptable deliveries. Within the ranks of trade 
there were certainly calls to do so. 50 In practice, there were instances 
where deliveries were rejected, but they were rare. The seller’s market 
allowed manufacturers to find buyers elsewhere if their original contract 
partners refused to accept what they had to offer. The refusers, mean¬ 
while, ran the risk of losing those refused manufacturers as suppliers in 
the future. 

The ease with which manufacturers found other buyers was in no 
small part due to structural divisions within the edifice of East German 
domestic trade. Put more precisely, at the beginning of the 1950s the 
Ministry for Trade and Provisioning, though it presided over the HO 
and the Association of Consumer Cooperatives, did not possess mo¬ 
nopoly control over the distribution of consumer goods. Instead, it 
shared this task with wholesalers over whom it had zero control and 
private retailers, who in 1952 still accounted for nearly 30 percent of to¬ 
tal retail sales. 51 At the time of the introduction of demand research 
and the contract system, East German wholesale trade was divided be¬ 
tween private wholesalers and state-owned wholesalers, with the state- 
owned under the anthority of the industrial ministries responsible for 
the production of the goods they distributed. 52 Although by 1952 the 
significance of private wholesale was rapidly declining, it maintained a 
share in wholesale turnover that hovered between 4 and 5 percent for 
most of the decade. 53 Although seemingly small, that share was large 
enough to help manufacturers and the industrial ministries under 
which they operated to get around the contract system. Meanwhile, 
state-owned wholesalers, organized in a series of “German Trade Cen¬ 
ters” (Deutsche Handelszentralen or DHZs) trading in both capital and 
consumer goods, functioned much more as representatives of the in¬ 
dustrial ministries than they did as representatives of trade. 54 

Consequently, when state-owned retailers (HOs and consumer co¬ 
ops) tried to reject deliveries of goods that failed to meet the terms of 
already accepted contracts, the DHZs could turn around and sell those 
goods to private retailers. In a typical report from June 1952, for ex¬ 
ample, the Ministry for Trade and Provisioning complained of the 
DHZ-Textiles taking commodities rejected by the HO for not meeting 
contract requirements and selling them to private retailers. “As a re¬ 
sult,” the report bemoaned, “the purpose of the contract system in re- 
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lation to industry is not applied; on the contrary, the DHZ, which is un¬ 
der the Ministry for Light Industry, has come into the possession of ad¬ 
ditional profit margins through which the profitability of the trade 
center [the DHZ] is improved.” 55 Three months later, a report from 
the State Commission for Trade and Provisioning characterized private 
retail as a “safety valve” (Ventil) for industry in those instances in which 
the HO and the consumer co-ops rejected its deliveries. The DHZ, 
meanwhile, seemed “to support the unsatisfactory work of industry with¬ 
out any concern for the interests of the population.” 56 As even one DHZ 
functionary admitted in early 1954, the industrial ministries “viewed the 
DHZs placed under them as their sales organ (Absatzorgan J.” 57 

Within the ranks of trade there soon emerged calls for transferring 
control of wholesale trade in consumer goods from the industrial min¬ 
istries to the Ministry for Trade and Provisioning, especially after the 
June 1953 uprising. At the crucial Fifteenth Conference of the SED 
Central Committee in July 1953, Elli Schmidt, in her capacity as head 
of the State Commission for Trade and Provisioning, emphatically en¬ 
dorsed the transfer: “Then the state wholesale organ will no longer try 
to sell what industry produces, but will instead force industry to pro¬ 
duce in a manner corresponding to the actual demand and desires of 
the population.” 58 By October 1953 the Council of Ministers was con¬ 
sidering a draft of a directive on the transfer as part of the New Course. 
The draft explicitly recognized the need for a “better and demand- 
appropriate supply of retail” and a “strengthened influence of trade on 
the production of commodities of individual consumption.” 59 The 
transfer, however, took time. Not until the end of 1954 and the begin¬ 
ning of 1955 did the responsibilities of the DHZs for consumer goods 
pass into the hands of the Ministry for Trade and Provisioning, receiv¬ 
ing new form as a series of “Wholesale Branches” (Grqfihandelskontore or 
GHKs). 60 Yet even this new arrangement failed to achieve the desired 
end. The GHKs, it turned out, were sufficiently numerous and varied 
in their administrative ties to allow industry to elude any significant 
pressure from trade. Meanwhile, private wholesale maintained its 4 
percent share in wholesale turnover. In addition, the consumer co-ops 
possessed their own wholesale organs. As a report from the State Plan¬ 
ning Commission concluded in June 1958, the coexistence of these 
many different kinds of wholesale “[hindered] the necessary influence 
of trade on the production of consumer goods and as a result the safety 
of a stable and continuous provisioning of the population.” 61 
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Finally, there existed still another distribution outlet for consumer 
goods over which the Ministry for Trade and Provisioning had no con¬ 
trol: the so-called industry stores (Industrieladen). Serving as retail out¬ 
lets for specific state-owned enterprises, the industry stores were placed 
under the authority of the industrial ministries to which those enter¬ 
prises belonged. The first stores began to open at the end of 1952 and 
the beginning of 1953, though planning for them had begun over a 
year earlier. 62 According to a set of early guidelines, the stores had a 
double task: first, to bring producers and consumers closer together by 
giving industry direct access to the needs and wants of consumers; and 
second, to provide a model assortment of consumer goods, showing by 
virtue of its own exemplary performance the possibilities for retail that 
were ostensibly neglected by the other trade organs. In other words, 
the industry stores were to serve as the embodiment of an implicit, 
standing reproach of those trade organizations under the authority of 
the Ministry for Trade and Provisioning. 63 How else could the fledgling 
East German state show that shortcomings in consumer supply were 
due not to any factors associated with its new and much loved state- 
owned industries but rather to failures on the part of trade, a sector of 
the economy far less dear to the hearts of SED leaders? 

The actual share of total retail sales taken over by the industry stores 
was hardly significant, ascending to a plateau of 0.4 percent from 1955 
to 1959. The stores sold mostly textiles, clothing, and “other manufac¬ 
tured goods,” though they also sold foodstuffs and semiluxuries. 64 Lo¬ 
cated in large cities, they never grew vastly in number. By September 
1953 there were only four in Berlin: a shoe store, a leather-goods store, 
a fabric store, and a clothing store. For the following year city officials 
planned to open ten more stores. 65 By March 1955 there were a total of 
only seventy-nine industry stores throughout East Germany. 66 Nor did 
they always live up to the high standards articulated in their official 
guidelines. 67 Nevertheless, even at this limited scale, they acted as a 
thorn in the side of the Ministry for Trade and Provisioning. The prob¬ 
lem was partly symbolic, a matter of prestige. There was, for instance, 
considerable bureaucratic wrangling in the fall and winter of 1953 over 
the allotment of retail space in the Stalinallee, East Berlin’s showcase 
avenue of socialist prosperity. 68 

But the issue was also one of real power. By their mere existence, 
the industry stores offered manufacturers an alternate retail outlet, 
thereby further undermining the ministry’s hopes for consolidating its 
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position in the distribution of consumer goods. Hence its attempts to 
incorporate the stores into its own HO retail net. The industry stores, 
the ministry charged, were privileged in their supply of goods, thus 
causing imbalances throughout the rest of the retail landscape. These 
privileges had, in turn, led to “serious discussions among the entire 
population.” The stores had also failed to play the role they were as¬ 
signed as a consumer advocate, neglecting the task of exerting pres¬ 
sure on industry and concerning themselves solely with fulfilling their 
sales plans. 69 The industrial ministries were perfectly aware of the 
stakes involved and emphatically resisted attempts on the part of the 
Ministry for Trade and Provisioning to take over their stores. With 
varying degrees of diplomatic tact, the Ministries for Light Industry, 
Chemicals, Food, and General Machine Bnilding defended themselves 
against the charges from Trade and Provisioning. The industry stores, 
they maintained, were popular among the population, fulfilled their 
tasks for the most part with aplomb, mustered an enviable Verkaufskul- 
tur, and exerted a positive influence on commodity supply and de¬ 
mand research. 70 

The standoff continued for years until the State Planning Commis¬ 
sion became involved. In a letter to Curt Wach, minister for trade and 
provisioning, the Planning Commission’s own recendy established De¬ 
partment for the Provisioning of the Population suggested that because 
of continued shortcomings in the HOs it did not yet make sense to in¬ 
corporate the industry stores into the HO system. Only when the per¬ 
formance (Handelstatigkeit) of the HOs improved would it be possible to 
make the transfer. Wach was outraged by this condescending reproach. 
In a fit of anger, he accused the Planning Commission’s special de¬ 
partment of displaying gross ignorance: “The better performance of 
the industry stores,” he complained, “is a result of the best people from 
the HO going over to the industry stores because they can get better 
salaries there.” The industry stores enjoyed the significant advantage, 
he added, of dealing in shortage commodities, which helped immea¬ 
surably to boost their sales figures. Wach’s arguments, though true, 
proved futile. The Planning Commission stood behind the collective 
defense of the industrial ministries. 71 

In the end, trade remained splintered in its organizational framework, 
with the HO, the Association of Consumer Cooperatives, and the 
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GHKs under the Ministry for Trade and Provisioning, the industry 
stores under their respective industrial ministries, and private whole¬ 
salers and retailers holding on to that share of the market afforded 
them by the state. The result was a structural power imbalance between 
trade and industry abundantly clear to all those employed in the con¬ 
sumer economy. And yet, by the mid-to-late 1950s, there emerged 
within the regime a growing intolerance for the effects on consumer 
supply of the relationship between trade and industry. As Chapter 4 
indicated, the New Course, combined with the progress of prosperity 
in West Germany, had brought about a shift in frame of reference from 
memories of the prewar period to the hopes engendered by postwar 
developments. The cause of consumer supply enjoyed a new legiti¬ 
macy; the task of consumer supply reflected new, more elevated needs 
and wants. Simultaneously, the swelling numbers of East Germans flee¬ 
ing to the West posed an immediate challenge to the forces of compla¬ 
cency in consumer supply. 

The regime’s growing unease with the status quo was particularly ev¬ 
ident in its concern for the supply of new consumer durables—what 
more obvious symbols of modernity and progress, of the GDR’s ability 
to compete in the contest of prosperity? (Durables also had the practi¬ 
cal value of freeing up workers, especially women workers, from many 
time-consuming household chores, allowing them to spend more 
hours at the workplace.) When it came to durables, the State Planning 
Commission, so often the defender of industry against the complaints 
of trade, now began to display increasing impatience with industry’s 
shortcomings. In early 1955, for example, the Ministry for General Ma¬ 
chine Building came under criticism from the Planning Commission 
for having fallen considerably short of its 1954 production plans for a 
number of consumer goods, especially refrigerators, radios, and motor 
vehicles. The Planning Commission, moreover, refused to accept the 
usual argument that shortages of materials had prevented fulfillment. 72 

Production shortfalls in durables and other manufactured goods, in 
turn, transformed annual retail sales plans into works of fiction. As the 
Ministry for Trade and Provisioning observed in August 1956, the in¬ 
ability to supply enough durables was directly responsible for the fact 
that sales plans remained unfulfilled. 73 The lack of durables also 
helped explain the stubbornly high percentage of consumer spending 
on foodstuffs. As the ministry explained, purchasing power was strati- 
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fied, displaying “such peculiarities” that “the highest purchasing power 
reserves” were held by the technical intelligentsia, well-paid white-col¬ 
lar workers, independent farmers, craftsmen, and private manufactur¬ 
ers. Without durables to entice them, these groups had little incentive 
to part with their savings. Meanwhile, families of four with monthly in¬ 
comes between DM 350 and DM 450, the vast majority of families in 
East Germany, devoted between 65 and 70 percent of their expendi¬ 
tures on foodstuffs. 

Nor was criticism of industry limited to the problem of durables. In 
these mid-decade years the number of reports highlighting shortcom¬ 
ings in the supply of textiles and clothing proliferated, reflecting grow¬ 
ing frustration in the population and mounting exasperation among 
top-level planners and SED leaders. Production was dropping off in 
terms not only of quantity but also quality; and manufacturers proved 
unable to keep their promises for developing the production of new, 
modern, synthetic fibers. 74 The problem of quality, in turn, exacer¬ 
bated the problem of Uberplanbestande. Once again, the paradoxical 
coexistence of shortages and surplus demanded attention. In a speech 
to the Council of Ministers in August 1956, Fred OelBner, in unusually 
candid form, shared his thoughts on the running discrepancy between 
commodity supply and purchasing power, and the resulting shortcom¬ 
ings in the realization of retail sales plans. The lack of durables he 
identified as an important failing: expensive goods, he said, “which we 
need for certain classes of the population, are simply not delivered by 
production. Here there are large gaps in the commodity supply plan. 
We don’t receive automobiles and motorcycles, and televisions are also 
missing.” 75 But most of his speech was devoted to textiles and clothing. 
“The fact is, ”he admitted, “our commodity supply in this area is bad and far 
too expensive. ” The quality of textiles had declined in comparison with 
previous years, and yet prices for these goods were “tiuo to five times higher 
than in the West. ” Hence the surplus inventory. Even though “certain 
needs of our population[,] especially in the textile market” remained 
unsatisfied, East German consumers would not buy poor-quality mer¬ 
chandise at prices they considered too high, especially if cheaper and 
higher-quality goods were to be had in West Berlin. 76 OelBner himself 
appeared to share their viewpoint and spent much of his talk badger¬ 
ing the minister of finance to lower the prices of those goods piling up 
in inventory. 77 
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Indeed, the question of prices was vexing for several reasons, per¬ 
haps the foremost being the basic lack of clarity about the locus of ul¬ 
timate responsibility for setting and controlling prices for consumer 
goods. Officially, that responsibility was divided among several state 
and party institutions: the Ministry of Finance, the State Planning 
Commission, the Ministry for Trade and Provisioning, the Council of 
Ministers, and the SED Central Committee Department for Planning 
and Finances. 78 The division of competencies, however, was hardly 
clear and rarely stable over the course of the 1950s, though in practice 
the Finance Ministry often held the upper hand. Its position of preem¬ 
inence among state actors was perhaps most evident in complaints like 
OelBner’s about its “inflexible” price policy, even in the face of growing 
Uberplanbestande. Officials in trade, unable to fulfill their sales plans, 
most commonly argued that the only way to move excess inventory was 
to reduce prices, by either lowering trade margins or reducing con¬ 
sumption taxes. 79 Finance officials, however, were loathe to reduce 
prices, which from their point of view would mean forfeiting the value 
already invested in the commodities, allowing demand to increase fur¬ 
ther, and thus contributing to the ever-present monetary overhang. Be¬ 
sides, they had no desire to cede any of their control over price policy. 

And yet there were distinct limits to the control exercised by the 
Finance Ministry over consumer prices. In fact, trade officials regu¬ 
larly carried out end-of-season sales (Saisonschlufiverkaufe) and inventory 
clearance sales (Inventurausverkaufe) to move excess inventory at re¬ 
duced prices. Between 1957 and 1959 there was even a special chain of 
stores (the so-called Biiua-Ldderi) that sold Uberplanbestande at reduced 
prices. 80 (These sales and special stores were, in themselves, an indica¬ 
tion of the limits of the regime’s ability to guide demand; instead, it 
had to improvise in its attempts to react to the shifting, unforeseeable 
demands of consumers.) Beyond these actions on the part of trade, the 
effective authority of the Finance Ministry was limited by the vastness 
and complexity of the market for consumer goods; the ministry simply 
lacked sufficient information about the array of producers and prod¬ 
ucts involved. Many of the enterprises producing consumer goods 
were not centrally organized; many still belonged to the private sec¬ 
tor. 81 Perhaps most worrisome were the so-called creeping price in¬ 
creases, particularly for textiles and clothing. Because individual 
producers calculated their prices on the basis of different guidelines 
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and costs, the same goods, produced by different producers, could have 
different retail prices (Einzelhandelsverkaufspreise or EVP). 82 Thus, if re¬ 
tailers had to change their suppliers, consumer prices could go up. If 
subsidies suddenly fell away, either prices would rise or production of 
the item in question would cease. This situation was especially true for 
private producers, since they had to operate as efficiently as possible. 
In addition, many producers increased their prices by using higher- 
quality materials, a strategy which diminished the supply of cheaper 
goods. 83 In short, market forces were at work in the planned economy, 
causing uncontrolled price increases and calling into question the 
regime’s commitment to price stability. 

The problem of consumer supply, however, exceeded questions of 
price policy and finances. As internal reports from 1956 show, industry 
was coming under increasing criticism, even from sources outside the 
ranks of trade. A report from the Central Administration for Statistics 
concluded, “Commodity turnover to the population shows consider¬ 
able shortcomings due in part to poor distribution, but overwhelm¬ 
ingly to mistakes in production.” It was precisely in the supply of textiles 
that the report found “great failings,” dismissing the usual cry of an in¬ 
sufficient supply of raw materials as “no argument for the insufficiently 
demand-appropriate provisioning of the population.” 84 

In May, OelBner received from the editors of the East German eco¬ 
nomics journal Die Wirtschaft a draft of an unpublished article offering 
a substantive critique of relations between trade and industry. Signifi¬ 
cantly, the article was written by an economist, one Dr. Hartwig, 
employed in industry. As Hartwig explained (and OelBner duly under¬ 
lined), the initial postwar years of “commodity hunger,” in which “the 
consumer swallowed everything placed before him and was happy if he 
received anything at all,” had passed. “The consumer” had grown more 
discriminating and now rejected products which failed to meet “cer¬ 
tain minimum conditions of quality,” consigning them to the category 
of Uberplanbeslande . 85 Enlisting OelBner’s own published words for sup¬ 
port, Hartwig went a step further, arguing that “the present system of 
commodity flow from production to consumer must be fundamentally 
reviewed and adapted to the changed circumstances.” 86 Hartwig ob¬ 
jected in particular to the fact that trade had become “the whipping boy 
for all difficulties” because of its inability to fulfill “the role of mediator 
between consumer and production.” Indeed, how could it fulfill that 
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role? “In view of the existing arrangement of the relations between 
trade and industry, the task assigned to trade of pressing the desires 
of consumers on production is impossible [unlosbar\.” The real task, 
according to Hartwig, was to make industry take on responsibility for 
the fact that goods did not sell: “If sales difficulties become felt imme¬ 
diately in the production enterprise, then measures can be introduced 
quickly for adjusting production.” 87 Only through tangible pressure to 
perform, concluded Hartwig, would performance truly improve. 

OelBner was finding himself increasingly caught between the com¬ 
peting claims of trade and industry. 88 But what could he do? To apply 
pressure on manufacturers was to make things “very uncomfortable” 
for industry, as it would require attempts to impose greater discipline 
on industrial workers. 89 For SED leaders the memory ofjune 1953 was 
still far too fresh to consider such an option. 90 On the other hand, in¬ 
ternal pressure on them to do something was clearly mounting as Uber- 
planbestande piled up, as enterprises found alternate buyers when their 
contract partners rejected their deliveries and as trade organs increas¬ 
ingly refused even to conclude contracts with suppliers. 

And yet even these pressures might have been ignored indefinitely. 
While the obvious shortcomings of demand research represented seri¬ 
ous limitations in the efforts of the consumer supply lobby, the weak¬ 
ness of trade vis-a-vis industry delineated a boundary beyond which 
SED leaders were not prepared to address that lobby’s demands. This 
boundary, in turn, constituted a crucial element in their control over 
demand. Although in practice the regime neither guided consumer 
demand nor educated consumers in a manner in keeping with its more 
intoxicated claims, it did exert control over demand by channeling it 
into a cul-de-sac, into the arms of advocates deprived of the means of 
advocacy. Admittedly, it is debatable whether a truly effective system of 
demand research carried out by trade officials with real power to press 
their demands on industry would have made much of a difference in 
view of the regime’s limited ability to ensure a steady supply of raw ma¬ 
terials, to counteract the lack of incentive for individual firms to per¬ 
form as required, and to impose discipline on industrial workers. But 
by assigning responsibility for demand to a chronically weak trade ap¬ 
paratus, the regime tamed demand, preventing it from becoming too 
powerful a challenge from within, even as it allowed SED leaders to pay 
lip service to “the ever-increasing material and cultural needs” of East 
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German citizens. As a result, consumer demand remained subject to an 
unhappy process of “demand adjustment,” emerging as a mixed prod¬ 
uct of the regime’s consciously pursued goals, its improvisations, its 
shortcomings affording uncertain redress, and a relationship between 
rulers and ruled in which the demands of the ruled, voiced by atomized 
supplicants, passed within view of the rulers only at the threshold of criti¬ 
cal mass. 91 And even at that stage their needs and wants, however de¬ 
fined, may or may not have found satisfaction. As we have seen, the 
regime could only provide so much. Did it matter? Soviet tanks had bru¬ 
tally demonstrated the limits of open, collective protest. What choice 
did individual consumers have? 

There was but one real choice in the 1950s, namely, flight. In 1955 
252,870 East Germans fled to West Germany; in 1956 that figure rose 
to 279,189, no doubt boosted by the Soviet suppression of the uprising 
in Hungary; in 1957 another 261,622 GDR citizens opted for life in the 
Federal Republic. 92 To appropriate the eloquent terms of an old book, 
in the absence of an effectively functioning “voice” mechanism, East 
German consumers increasingly embraced their only “exit” option, 
substituting flight for the suppressed market. 93 The numbers, more¬ 
over, were greater than the sum of their parts, comprising as they did a 
high percentage of the young, the talented, and the educated—in short, 
East Germany’s future. 94 Ultimately, it was this reinvention of “exit” 
that jolted SED leaders out of their post-New Course complacency. 



CHAPTER 6 


Crisis Revisited: The Main Economic 
Task and the Building of the 
Berlin Wall 

Whether you like it or not, history is on our side. We will bury you. 
Nikita Khrushchev, November 1956 

With Hitler, during the war, we at least had meat and 
bread regularly! 

East German shopper, May 1961 

We are entirely lacking in ideas. 

Erich Apel, June 1961 


Between 1958 and 1961 the problem of consumpdon again featured in 
the wider narrative of high international politics and superpower con¬ 
frontation. The events of these years, crowded and still puzzling, 
reached a pitch of intensity and contradictoriness remarkable even by 
the standards of the time. If in past years SED leaders wavered back and 
forth between the competing claims of productivism and consumerism, 
their policy mix of the late 1950s seemed to give equal expression to 
both imperatives. 

In the spring and summer of 1958 SED leaders made promises out¬ 
stripping even the wildest dreams of the consumer supply lobby. In 
May they lifted the last remnants of rationing, and in July, at the SED’s 
Fifth Party Congress, they unexpectedly and boastfully proclaimed the 
“Main Economic Task.” According to Walter Ulbricht, East Germany 
would surpass West Germany in per capita consumption of “almost all 
foodstuffs” and “the most important industrial consumer goods by 
1961-62. 1,1 As if to strengthen the impression of confidence and re¬ 
solve, SED leaders quickly eliminated the relative uncertainty of their 
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deadline—1961-62—and fixed unequivocally on the year 1961 as the 
projected arrival time of socialist consumer abundance. In either case, 
the policy was bold, significant, and exceptionally concrete. And yet 
SED leaders simultaneously embarked on a hard-line course of con¬ 
frontation that threatened to sabotage the professed goals of their new 
Main Economic Task. Intent on settling the Berlin question once and 
for all, they applied pressure on their Soviet sponsors to confront the 
Western powers over the fate of the divided city. Determined to build 
socialism in the countryside, they renewed their efforts to collectivize 
forcibly East German agriculture. The result was a catastrophic combi¬ 
nation of provisioning crisis and Republikflucht, each so great and mu¬ 
tually reinforcing as to threaten the collapse of the GDR. In the end, to 
stop the bleeding and to prop up the hopelessly overextended SED 
regime, the Soviet leadership finally acquiesced to the solution for 
which SED leaders, above all Walter Ulbricht, had been pleading for 
some time: the building of the Berlin Wall. 

The Main Economic Task, in other words, is a puzzle; several ques¬ 
tions remain unanswered. Were SED leaders serious? Did they really 
believe that East Germany could overtake West Germany in per capita 
consumption? If so, why did they then pursue policies that were sure to 
undermine this aim? If, on the other hand, they were not serious, why 
did they proclaim a goal they knew they could never fulfill and give 
themselves a deadline they were certain they could never meet? In 
short, what were they thinking? Further, what was the relationship be¬ 
tween the Main Economic Task and the Berlin Crisis? And what role 
did the Soviet leadership play in the crowded succession of events in 
East Germany between 1958 and 1961? 

These questions fall into a gap left open by two sets of recent schol¬ 
arship on the period. The first, dealing with consumption and con¬ 
sumer culture in East Germany, has tended to neglect the Main 
Economic Task, touching on it only briefly and in a vacuum, without 
reference to the broader political context driven by the collectivization 
of agriculture and the Berlin Crisis. 2 The second set, which reexamines 
the Berlin Crisis itself, has tended to ignore the unraveling of the Main 
Economic Task and has thus failed to incorporate it into the story of 
the unfolding crisis and the responses of political leaders. 3 While this 
chapter cannot hope to close this gap entirely or to answer fully all the 
questions involved, it seeks to make a beginning by offering a narrative 
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of the Main Economic Task, itself a missing piece of the puzzle. Re¬ 
counting its story, from bold inception to spectacular demise, enables 
us to sharpen the focus of the questions asked here, to suggest answers 
to some of them, and to pose others for further analysis. And it allows 
us to bring together the various and ambivalent elements contributing 
to this final crescendo in our narrative of the Cold War contest of pros¬ 
perity. 

On May 28,1958, thirteen years after the end of the Second World War, 
the GDR’s People’s Chamber passed the law that brought to a close 
almost twenty years of food rationing in East Germany. 4 Effective the 
following day, it finally removed sugar, meat, milk, eggs, butter, and 
other fats from the constraints of coupons and customer registration. 
The prices for these items would now be higher than their rationed 
prices but lower than their HO prices had been. To ease the transition 
for lower-income groups, the law promised wage and salary increases, 
expanded social benefits, and price reductions for manufactured con¬ 
sumer goods. In addition, it left untouched the array of subsidized low 
prices for basic foodstuffs such as bread, cereals, and potatoes, as well 
as for such services as electricity, gas, and public transportation. Ra¬ 
tioning had always been a symbolic sore point for the regime; its prom¬ 
ises to lift rationing dated back to 1950. Throughout the decade 
economic planners had made preparations and sat on commissions 
charged with the task of removing this eyesore from the public face of 
socialism. Food rationing in West Germany, it must be remembered, 
had ended in January 1950. 

The timing of the May 1958 law can perhaps be best explained by a 
combination of pressure and confidence. Pressure came most urgently 
in the form of the refugee problem, pushing the SED to take some 
kind of action in the area of consumption. It also came in the form of 
Khrushchev’s vision of the GDR functioning as a “showcase” for social¬ 
ism and thus as a vanguard in the struggle against capitalism. Confi¬ 
dence, on the other hand, derived from real and recent economic 
successes: industrial production had risen by 8 percent in 1957 and 12 
percent in the first half of 1958; a currency reform in October 1957 
had substantially (if temporarily) reduced the monetary overhang. 5 Al¬ 
ready in the summer of 1957 reports from trade officials greeted the 
prospect of an end to rationing with perfect equanimity, indeed, en- 
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thusiasm. In response to a query from the Secretariat Ulbricht in July 
1957, the minister for trade and provisioning, Curt Wach, could fore¬ 
see no serious problems with the removal of rationing. He recognized 
that in past years previous commissions had insisted that the end of ra¬ 
tioning would have to be accompanied by price reductions for manu¬ 
factured goods as a means of guiding demand away from newly 
unrationed food items. Otherwise, it had been feared, demand for the 
latter would quickly exceed available supplies. But Wach was now con¬ 
fident that “the situation ha[d] changed significantly.” He even pre¬ 
dicted a surplus in foodstuffs of DM 500 million in 1957. Only with 
regard to butter did he betray any concern, suggesting that “good¬ 
tasting” margarine be readily available to offset what might be too great 
an increase in the demand for butter. 6 As we shall see, butter was only 
the beginning of his problems. 

The pace and vigor of preparations picked up through the fall and 
winter of 1957. In October Otto Grotewohl informed the Ministry for 
Trade and Provisioning that a new “central commission” with Fred 
OelBner at its head was to be formed to preside over the initiative. 7 The 
commission concerned itself with working out many of the details re¬ 
lating to retail prices, wage increases, social benefits, and taxes. It stud¬ 
ied recent household budget analyses that tracked the effects of 
previous HO price reductions on the consumption of meat, sausage, 
eggs, sugar, butter, margarine, and oil. 8 The problem of Berlin also 
featured in the commission’s deliberations, as recent investigations 
predicted a likely increase in the speculation in foodstuffs by West 
Berliners. In other words, with the aid of the favorable currency ex¬ 
change rate, speculators from West Berlin would have a greater oppor¬ 
tunity to buy up items cheaply in East Berlin and then turn around and 
sell them at a profit in West Berlin. The spot checks carried out by East 
German border patrols were less than systematic, affording ample op¬ 
portunity for smuggling. 9 According to a September 1957 report from 
the Ministry for Trade and Provisioning, speculators were already mak¬ 
ing handsome profits in sugar, meat, eggs, and fat, even at current HO 
prices. Lifting rationing and reducing prices below their HO levels 
would assuredly exacerbate the problem. 10 For SED leaders it must 
have been mildly excruciating to think of West Berlin speculators capi¬ 
talizing on the very goods whose supply the regime could not suffi¬ 
ciently guarantee to hold on to millions of its own citizens. 
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The problem of West Berlin was soon joined in the apprehensions of 
SED leaders by the question of the relationship between the consump¬ 
tion of foodstuffs and that of manufactured consumer goods. Reporting 
to the Politburo in January 1958, OelBner’s commission now predicted 
a DM 500 million increase in the demand for manufactured items, re¬ 
sulting from the rise in prices for those foodstuffs soon to be freed 
from rationing. Here was cause for considerable concern, since the 
1958 supply plan for these articles (shoes, textiles, clothing, household 
items) fell way below the expected rise in demand. The alternative to 
increasing their supply, the commission suggested, was to appeal to the 
Soviets for approximately 65 million rubles in convertible currency to 
pay for imports of Sudfruchte, cocoa, tobacco, and other semiluxuries. 
This option had the added advantage of bringing “the consumption struc¬ 
ture in the GDR still closer to West German consumption .” n In the follow¬ 
ing months, however, SED pleas for additional help from the Soviets 
and the other Warsaw Pact countries fell for the most part on deaf 
ears. 12 Presumably even Khrushchev’s vision of the GDR as a showcase 
for socialism ran up against the limits of the Soviet capacity for gen¬ 
erosity. It was, therefore, with some trepidation that the SED gave up its 
most effective means of controlling consumer demand. The anxiety 
was readily apparent in the closing of a May 1958 letter from Ulbricht 
to Khrushchev: 

In carrying out this complicated task it is difficult to assess accurately 
how the consumption of individual commodities will develop. It is pos¬ 
sible that our funds in particular commodities are too small. We will, 
however, do everything we can to solve these problems on our own. Nev¬ 
ertheless, there is the possibility that we will not be able to solve all prob¬ 
lems. In this case we would turn to the Central Committee of the CPSU 
and the Council of Ministers of the USSR with a request for help in 
commodities and currency . 13 

In the short term, Ulbricht’s worries seemed exaggerated. To be sure, 
technical difficulties remained. Not less than thirty-three laws and or¬ 
dinances had to be changed in the months before the law was passed. 14 
On the eve of May 29, 1958, there was a rush on the stores, with con¬ 
sumers buying as much sugar, meat, butter, and margarine as they 
could before prices went up. Although economic planners had ex¬ 
pected the rush, they were surprised by the amount of ration coupons 
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consumers were able to produce. During the first few days after the law 
went into effect there were the inevitable administrative difficulties 
that needed to be overcome: communicating the correct price infor¬ 
mation to the stores, redecorating shop windows, redressing scattered 
shortcomings in supply. 15 In addition, broad sections of the population 
greeted the end of rationing with skepticism and resentment, fearing 
too steep a rise in prices. 16 Nevertheless, the transition to completely 
unrationed provisioning appeared to be carried off with success. In an 
August 1958 report to the Politburo, the State Planning Commission 
exuded complete confidence. Contrary to expectations, the consump¬ 
tion of foodstuffs had not increased alarmingly. The report even rec¬ 
ommended lowering planned imports of foodstuffs, increasing exports 
of meat and fat, and devoting the added resources to importing semi¬ 
luxuries and raw materials for the production of shoes, textiles, cloth¬ 
ing, and consumer durables. 17 

The apparent confidence of the moment found its boldest expres¬ 
sion in the announcement of the Main Economic Task at the SED’s 
Fifth Party Congress in July 1958. In the words of Walter Ulbricht, 

The economy of the German Democratic Republic is to develop in such 
a manner in the next few years that the superiority of the socialist social 
order of the GDR over the rule of imperialist forces in the Bonn state is 
unequivocally proven, and, as a result, the per capita consumption of 
our working population of all important foodstuffs and consumer 
goods reaches and surpasses the per capita consumption of the entire 
population of West Germany . 18 

Again, the questions posed at the beginning of this chapter leap im¬ 
mediately to mind. Was the Main Economic Task realizable? Did Ul¬ 
bricht believe his own words? Did anyone else in the SED believe him? 
Did East German citizens believe the SED? How could they, in view of 
its track record in the area of consumption, its accumulated backlog of 
promises deferred? Western historians of East Germany have long dis¬ 
missed the Main Economic Task as entirely unrealistic. Recent re¬ 
search has confirmed this view. The questions of sincerity and belief, 
however, are more difficult to answer with real certainty. In his recent 
history of the Berlin Crisis, Michael Lemke has called the Main Eco¬ 
nomic Task a “lie—even if several leading politicians in the SED were 
not or may not have been entirely conscious of it as such.” 19 The SED 
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leadership knew the GDR lacked the necessary raw materials, modern 
technologies, and resources for investment required to overtake West 
Germany. Nor were SED leaders under any illusions about the gap in 
work productivity between East and West Germany. Why, then, did they 
trumpet a task they knew to be impossible? Why did they impose a 
deadline they knew they could never meet? 

Andre Steiner has suggested the opposite, arguing that the majority 
among the SED leadership believed that as long as the Soviet Union 
provided the necessary assistance, the goals of the Main Economic 
Task could be realized. He attributes this belief pardy to the perfor¬ 
mance of the East German economy in 1957 and 1958, pointing to 
high growth rates for industrial output. These successes, meanwhile, 
were matched by a period of relative stagnation in West Germany. But 
more important, he argues, SED leaders were emboldened by recent 
Soviet successes in rocket and space technology. 20 In the summer of 
1957 the Soviets successfully tested the world’s first intercontinental 
ballistic missiles (ICBMs). This impressive display was followed by the 
spectacular launching of Sputnik in October 1957. Soon thereafter 
Khrushchev offered a bracing image that perfectly conveyed the com¬ 
bined promise of the technological and consumerist future in the so¬ 
cialist world: the Soviet Union, he said, would turn out missiles “like 
sausages on an assembly line.” 21 (In private Khrushchev showed far less 
confidence. Knowing full well that Soviet ICBMs were not yet opera¬ 
tional weapons, he openly admitted that they “represented only a 
symbolic counterthreat to the United States.”) 22 Steiner speaks of a 
“Sputnik-euphoria,” which bolstered the confidence of SED leaders 
that the Main Economic Task would be fulfilled; he maintains that 
their confidence lasted well into 1960. To be sure, the launching of 
Sputnik was a great boon to the entire East bloc. That the excitement, 
even euphoria, greeting this success necessarily translated into a belief 
among SED leaders in the attainability of the consumption goals of the 
Main Economic Task, however, is highly questionable. Certainly their 
anxiety about the lifting of rationing indicated something less than 
complete confidence with regard to the sphere of consumption. 23 In 
the following pages it will become clear that whatever optimism existed 
at the outset faded quickly, indeed, well before 1960. 

As for the population, it is impossible to know if in July 1958 most 
East Germans believed that by 1961 they would be better fed, clothed, 
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housed, and equipped with consumer durables than their West Ger¬ 
man counterparts. It is hard to imagine that very many people believed 
this would happen. 24 On the other hand, it is plausible to think that 
many people did expect their material circumstances at least to im¬ 
prove. The Main Economic Task, after all, sounded very much like the 
New Course. Much of the same language was employed, many of the 
same promises made. The New Course, for all its shortcomings, had 
meant real, material improvements in people’s lives. What is certain is 
that in the short run the announcement of the Main Economic Task 
was followed by a substantial decrease in the number of refugees flee¬ 
ing to West Germany. Sixty thousand fewer people fled the GDR in 
1958 than in the previous year. In 1959 the total figure declined by an¬ 
other sixty thousand. 25 If emigration is the result of a combination of 
push and pull, the SED clearly achieved a temporary attenuation in the 
factors of push. 

And yet for all its continuities with past SED promises, the Main 
Economic Task did promise something new, that is, a significantly im¬ 
proved provisioning of modern, industrial consumer durables: refriger¬ 
ators, vacuum cleaners, washing machines, motorcycles, automobiles, 
and televisions. It was clear from the very beginning that these items 
fell under the rubric of “most important’’ consumer goods. In fact, in¬ 
ternal reports show that preparations for substantially increasing their 
production were well underway months before the announcement of 
the Main Economic Task. 26 Although recent research on West Ger¬ 
many has emphasized the material austerity of the 1950s, it still shows 
that West Germans were further along than East Germans in acquiring 
these goods, a fact of which SED officials were painfully aware. More¬ 
over, West German purchases of durables increased dramatically in the 
last third of the decade. 27 

With the inauguration of the Main Economic Task, it was now the ex¬ 
pressed goal of East German economic planners that these goods 
acquire the same “mass-demand” status as shoes, textiles, and basic 
clothing. That this shift had yet to occur was well illustrated by the 
lengths to which consumers still had to go to obtain them. An instruc¬ 
tive anecdote is provided by correspondence surviving in the hies of 
the former Magistrat of East Berlin; it traces the unusually persistent 
efforts of one woman to acquire a television set for her ill, apartment- 
bound mother. The story it uncovers is revealing on many levels and, 
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therefore, merits reproducing here. The documentation begins with a 
March 1957 letter from Frau B., a secretary in the social services de¬ 
partment of the municipal district of Prenzlauer Berg, to the “little 
bear” (Barchen), a column of the Berliner Zeitung. As Fran B. explained, 
her efforts to buy a television first took her to one of the industry stores 
in the Stalinallee, where she learned that she would have to put her 
name on a list and wait two years for delivery of the TV she desired. Her 
only alternative, the store suggested, was to turn to local authorities for 
possible preferential treatment. This she did, explaining in a letter to 
district officials that her mother’s illness had reached the point where 
she could no longer leave the apartment: “That means that she can no 
longer visit the cinema or the theater, which is very saddening for a 64- 
year-old person.” Fran B. requested a privileged delivery of a TV and, 
in particular, asked for the Diirer model. To her dismay, however, dis¬ 
trict officials rejected her request, pointing out that due to the large 
number of applications, it would be impossible to meet her wishes. 
Nevertheless, they added, if she were willing to forgo the Diirer, they 
were prepared to offer her swift delivery of another model, namely, the 
Rubens. But this counteroffer only aroused Frau B.’s indignation. The 
Rubens came with a smaller picture tribe; it could hardly serve as an ad¬ 
equate substitute for the Diirer. In Frau B.’s own words, 

On the one hand something is denied, on the other hand, something is 
offered that does not fulfill the purpose it is supposed to fulfill. I am 
now supposed to accept the smaller picture tube, even though it means 
that my mother would not have the desired pleasure she should actually 
have. I would not like to leave unmentioned the fact that my mother was 
totally bombed out in 1944 and no longer possesses anything she can enjoy. She 
has only her■ illness and the fact that she is chained to the house. 16 

A telephone call to the district offices only resulted in more frustration, 
particularly when one functionary made the impertinent suggestion 
that she wanted the Diirer not for her sick mother but really for her¬ 
self, her husband, and her child. Her subsequent appeal to “liebes Bar- 
c/iCTi”had been her next step. 

Here, there is a gap in the documentation, which only picks np one 
year later. Presumably having received no word in the meantime from 
the newspaper, Frau B. herself finally turned to the city’s Department 
for Trade and Provisioning, retold the sequence of events, and empha- 
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sized once again her mother’s desire “to be able to take part in cultural 
life.” 29 And once again, her request was refused with the same expla¬ 
nation: supply, though increased, still fell far short of demand. 30 How¬ 
ever, as the department pointed out, the offer of the Rubens still 
stood. 31 But Frau B., determined to obtain the Diirer, persisted, ap¬ 
pealing in the following months to yet more officials within the city ad¬ 
ministration. But her efforts yielded only further denials of the Diirer 
and reiterated defenses of the Rubens. Finally, fifteen months after her 
first letter to the little bear, she acquiesced and agreed to accept the 
Rubens. One can readily imagine her outrage, then, on learning that 
the TV actually being held for her at an industry store in the Stalinallee 
was in fact not a Rubens, but rather an Iris, a model city officials 
praised as the new-and-improved version (Weiterentwicklung) of the Ru¬ 
bens. “I cannot understand,” Frau B. fumed, “how every authority I 
addressed offered me only a ‘Rubens,’ which they were never able to 
deliver anyway. Now that I have finally decided on a ‘Rubens,’ I am 
offered a model which isn’t even a ‘Rubens.’” If it was really impossible 
to supply a Rubens, she now insisted, only a Derby would do. The 
Derby, she claimed, was the actual new-and-improved Rubens. 32 Fit¬ 
tingly, the final letter in the correspondence was a brusque refusal 
from city officials: 

Unfortunately, it is not the case, as you seem to imagine, that televisions 
with small picture tubes are available in unlimited supply. When you 
were offered privileged access to a “Rubens,” it was available on sale for 
you. As I wrote to you on June 4, 1958, we can now offer you an “Iris” un¬ 
til June 12, 1958. If this model should not be acceptable to you, then you 
must wait for a delivery in the order in which you have registered. 3 ’ 

Did Frau B. give in and accept the Iris? We cannot know for sure. Due 
to her persistence, however, we have an especially well-documented ac¬ 
count of an all-too-common tale of frustration, certain aspects of which 
are worth noting. As we have seen, the letter of complaint (Eingabe) was 
a common form of appeal in East Germany, one that functioned as a 
form of petition within the framework of a paternalistic exercise of au¬ 
thority. In Frau B.’s case, one is struck by the prominence of Kultur in 
her quest for a TV, in the model names (“Diirer” and “Rubens”), and 
in her emphasis on her mother’s ostensible longing to be reconnected 
with “cultural life.” Here we have an example of a supplicant shrewdly, 
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if rather transparently, couching her appeal in terms corresponding to 
the party’s avowed ideological moral code: put crudely, cultural con¬ 
sumption was an inherent good, as long, of course, as the culture in 
question was party-approved—hence the widespread practice in East 
Germany of subsidized ticket prices for concerts, theater, and other 
cultural offerings; material consumption, on the other hand, if it ex¬ 
ceeded the amount required for the reproduction of labor power, was, 
to say the least, suspect. The use of the names of old master painters as 
model names for TVs was particularly indicative of the deep ambiva¬ 
lence with which the East German regime took up the consumption 
challenge posed by its Western neighbor. The fact that in the course of 
this competition “Durer” and “Rubens” were soon replaced by names 
like “Iris” and “Derby” reflected the SED’s creeping loss of control over 
its own terms of moral virtue. Finally, thanks to Frau B.’s efforts, we 
have a kind of slow-motion view, in a Soviet-type setting, of what econ¬ 
omists call “demand adjustment”: an initial want thwarted, appeals to a 
higher authority that an exception be made in one’s case, grudging ac¬ 
ceptance of a proposed alternative, discovery that even the alternative 
is not available, the final unhappy choice between a lower-grade alter¬ 
native or indefinite suspension of the want. 34 More often than not, this 
entire process lasted only a few minutes, between the time one entered 
and exited any particular store. Frau B.’s efforts were unique only in 
their duration, their obduracy. 

The Main Economic Task was supposed to bring an end to this stingy 
mode of provisioning scarce durables. As Erich Apel explained to the 
Politburo’s recently established Economic Commission, over which he 
presided, “The questions of industrial consumer goods are of decisive 
importance for the resolution (Lbsung) of the Main Economic Task.” 35 
Apel and his commission were relative newcomers to the problem of 
consumption, having more or less taken over for the now fallen 
OelBner and his Government Commission in the spring of 1958. Apel, 
born in 1917, represented a younger generation within the state appa¬ 
ratus, one which came of age under Nazism. Apel himself had been a 
member of the Nazi Party and had worked during the war as an engi¬ 
neer on a rocket project in Peenmunde, contributing to the design of 
Hitler’s “miracle weapons.” After the war the Soviets put him to work in 
the Soviet Union as a chief engineer. Only in 1952 did he return to the 
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GDR, and not until 1957 did he become a member of the SED. Never¬ 
theless, his rise was swift. Already in 1953 he was a deputy minister for 
machine building. Between 1955 and 1958, he served as minister. A 
candidate for the SED’s Central Committee by 1958, he became a full- 
fledged member in 1960, remaining so until his death by suicide in 
1965. 36 Apel’s relevance for us derives from his role as the increasingly 
despairing head of the Politburo’s Economic Commission, which 
played a central role in overseeing and coordinating the Main Eco¬ 
nomic Task. 

As the summer of 1958 passed, so, too, in degrees, did the bold opti¬ 
mism that had characterized it. For all their hopes to introduce mod¬ 
ern consumer durables into more and more East German households, 
economic planners soon found themselves challenged on humbler 
grounds. By the fall of 1958 it had become clear that the end of ra¬ 
tioning had, indeed, resulted in a significant increase in demand for 
foodstuffs. 37 For the fourth quarter of the year, the SED’s Department 
for Trade and Provisioning expected an increase of ten thousand tons 
in the consumption of meat, requiring additional imports from West 
Germany, other western countries, and the Soviet Union. 38 There were 
shortages in the supply of fat, cheese, and milk. A poor potato harvest 
caused unexpected shortfalls. Trade functionaries reported difficulties 
in covering demand for fowl, butter, and eggs. In fact, these problems 
resulted not only from the end of rationing but also from shortages in 
the supply of manufactured goods. Wage increases associated with the 
Main Economic Task had substantially increased the purchasing power 
of many consumers. Without the requisite increase in the supply of 
manufactured goods, demand inevitably concentrated in foodstuffs. 
And yet the unsatisfied demand for shoes, textiles, clothing, and 
household items was keenly felt. Reports of “negative discussions” in 
the population multiplied, particularly due to shortages in lightbulbs, 
leather shoes, ready-made clothing, and bicycles. 39 

By the beginning of 1959, SED leaders were forced, as Ulbricht had 
predicted they might be, to turn to the Soviet Union for help. Ulbricht 
and Grotewohl explained to Krushchev that merely to cover the GDR’s 
“most pressing” demand, they required an additional 250 million 
rubles in hard currency for additional imports of Sudjruchte, seed oil, 
cooking oil, brewing barley, animal feed, and an array of raw materials 
required for the production of consumer goods. 40 In addition, they 
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requested that Soviet deliveries of wool to the GDR be made up of a 
higher percentage of finer material; Soviet deliveries consisted prima¬ 
rily of a prickly wool that resisted attempts to be finished into clothing 
items acceptable to the population. Continuing such deliveries, they 
complained, threatened to diminish the quality of East German woolen 
products. The Soviets, however, were not immediately forthcoming. As 
Leuschner explained to Ulbricht in March, the GDR was still in no po¬ 
sition to guarantee payment for imports from capitalist countries, even 
as East German needs for those imports continued to expand. 41 

Meanwhile, reports flowed in steadily detailing difficulties in meet¬ 
ing the increased demand for foodstuffs. In March Ernst Lange, the 
Central Committee’s secretary for trade and provisioning, informed 
Apel of shortcomings in the supply of meat, butter, and milk in the first 
quarter of the year. 42 In April the Ministry for Trade and Provisioning 
prepared for the Council of Ministers a report highlighting similar 
gaps in supply. As the food situation gradually deteriorated, internal re¬ 
ports kept SED leaders equally well appraised of shortages in shoes, 
textiles, and clothing. As Grete Wittkowski reported to Apel in July 
1959, recent price reductions for manufactured goods had so inflated 
demand that, despite increased supply compared to previous years, it 
could not be satisfied. 43 

These difficulties, in turn, brought to the fore more fundamental 
questions. The Main Economic Task was supposed to bring East Ger¬ 
man consumption levels above those of West Germany. The goal was to 
demonstrate the higher standard of living afforded by socialism. But as 
the stream of disappointing early reports flowed in to the center, eco¬ 
nomic planners were led inexorably to the conclusion that they were 
being driven by a Western, “bourgeois” concept of standard of living, 
one against which they had hitherto failed to develop a compelling al¬ 
ternative. This state of affairs was perhaps most painfully clear to those 
responsible for compiling standard of living statistics, for quantifying 
East German successes and failures in the contest of prosperity. As the 
Central Administration for Statistics explained, “the concept, standard 
ofliving, is not originally a concept of scientific Marxist political econ¬ 
omy, but rather originates from bourgeois economics, which exploits 
thoroughly the indeterminacy of the concept to whitewash capitalism 
and slander socialism.” Associated primarily with quantifiable features 
such as real wages, per capita consumption, and the cost of living, the 
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concept neglected less quantifiable but equally important factors such 
as “the social position” of the working class, its “political and economic 
role in society, state and enterprise,” as well as “the cultural level” of the 
population, that is, “the extent to which the broad classes of the people 
take part in science and art.” 44 

In subsequent months East German statisticians continued to debate 
the theoretical parameters of the concept. 45 But in their work, they 
maintained an overriding focus on the material and the quantifiable: 
per capita consumption, real income, and the cost of living. 46 Indeed, 
what else could they do? Their theoretical qualms notwithstanding, 
they could hardly ignore the “bourgeois” understanding of standard of 
living, nor could they elude the unrelenting challenge it posed. The 
SED-regime had allowed itself to become fully and publicly beholden 
to a standard of well-being not of its own devising. 

In the midst of these mounting difficulties, the regime’s concern for at 
least the appearance of prosperity encouraged it to focus on retail 
trade as an important, highly visible site for advertising material well¬ 
being. The adoption of the Main Economic Task now made it essential 
“to develop new forms and methods of trade, and in particular to mod¬ 
ernize the material-technical basis in socialist trade, equipping it with 
the newest technology.” 47 In part, this effort entailed the rationaliza¬ 
tion of wholesale and retail administrative structures. In part, it meant 
modernizing storage and selling spaces. It also meant building upon 
earlier innovations in retail. Soon plans were underway, for example, 
to set up a second mail-order catalogue business under the auspices of 
the Association of Consumer Cooperatives. Preparations included more 
special trips to West Germany, where trade representatives studied first¬ 
hand the operations of the largest West German mail-order businesses. 48 

But it was the self-service store that quickly emerged as the most im¬ 
portant and dramatic retail innovation of these years. Associated with 
modernity, abundance, and freedom of choice, the self-service store in 
1958 was still a relative newcomer throughout Germany. Although a 
handful of self-service stores had been introduced during the interwar 
years, they remained something of a novelty. 49 Even after World War II, 
it took some time before West Germany was ready to embrace the new 
retail form. As a distribution outlet, self-service made sense only once 
manufacturers had made the transition to producing and marketing 
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standardized products for mass-consumption markets. In 1955 there 
were still only 203 self-service stores in West Germany. Only in the sec¬ 
ond half of the decade did the decisive transformation occur; by 1960 
there were 17,132 self-service stores accounting for 62 percent of retail 
sales. 50 East German trade officials watched this development with a 
keen, if apprehensive, eye, eager to follow suit as soon as possible. One 
East German functionary’s description of some of the early self-service 
stores in West Berlin provides a sense of the profound newness of the 
phenomenon: 

The stores with self-service, which have already been introduced on a 
test basis with insufficient means in the democratic sector [East Berlin] 
and in several cities in the GDR, must be mentioned as an innovation in 
West Berlin retail trade . . . Except for meat and sausage, which are sold 
by salesladies, all manner of commodities are made available for self- 
service in shelves made of wire . . . All kinds of foodstuffs are offered such 
as legumes, flour, sugar, condensed milk, fresh milk in bottles, sweets, cof¬ 
fee, canned vegetables, freshly cut vegetables in cellophane pouches, fruit 
and potatoes in bags. In order to ease the selection, the goods are packed 
in different quantities, so that the contents of the packages can either be 
seen from the outside or determined from labels. The selling proceeds as 
follows: the customer takes a wire basket supplied at the entrance, one 
corresponding to the extent of the intended purchase and the desired se¬ 
lection of goods. At the cash register a saleslady calculates the prices of 
the goods and hands them to the customer, taking back the wire basket. 
These stores enjoy increasing favor because the goods on offer are easily 
assessed and the purchase proceeds relatively quickly . 51 

The painstaking exactness of the description, its detailed emphasis on 
the presentation of goods and the new mechanics of shopping, sug¬ 
gests how unfamiliar the experience still was to those accustomed to 
addressing salespeople from the other side of the sales counter. 

Preparations for setting up self-service stores in East Germany date 
back, at least, to 1955. 52 But progress was slow. By the end of 1956, 
there were only two in East Berlin, though both reported increased 
sales. 53 In the following year, the Magistrat of East Berlin, eager to ex¬ 
pand self-service, developed further plans for study trips in West Berlin 
and West Germany. 54 Still, its goals were relatively modest. In January 
1958 its program for further development envisioned only thirty-eight 
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self-service stores in East Berlin by I960. 55 It was the Main Economic 
Task that brought a new vigor and an accelerated tempo to the whole 
endeavor. Self-service quickly became the most obvious emblem of an 
improved “material-technical basis” in retail. 56 By May 1959 the Magis¬ 
tral could report that the number of self-service stores in East Berlin 
had grown to seventy-six, and that plans were being developed to in¬ 
crease their number to over four hundred by the end of the year. 1 ’ 7 The 
parallel expansion of self-service in West Germany and West Berlin also 
added incentive to East German efforts. According to West Berlin ra¬ 
dio broadcasts, to which leading SED officials paid careful attention, 
the number of self-service stores in West Berlin had reached 350 
by April 1959, enjoying “great popularity,” especially among working 
housewives. 58 Spurred on by the competition, the Magistrat could 
boast, by the end of September, 399 self-service stores comprising 
22,917 square meters of selling-floor space, and producing a third- 
quarter turnover of DM 63.7 million (nearly 10 percent of total retail 
sales). 59 By the end of 1961 there were, in the whole of East Germany, 
nearly thirteen thousand self-service stores, making up 15 percent of 
the HO retail net, and 26 percent of Konsum retail outlets. 60 Self-service 
had clearly arrived in East Germany. 

In view of the SED’s previous record in consumer supply, combined 
with the chronic weakness of trade within the bureaucracy, one is 
struck by the success and speed with which East Germany was able to 
meet this new challenge in the sphere of retail. However, one should 
not be too surprised; success in establishing self-service demonstrated 
the extent to which the interests of the consumer supply lobby and 
those of the SED leadership overlapped. From the point of view of 
trade functionaries, the ideal of an increasingly modern and elevated 
Verkaufskultur and certainly the investment of material resources to that 
end always held great appeal, even more so at a moment in which the 
image and importance of retail trade held such a prominent position 
in the concerns of SED leaders. Conversely, those leaders had from the 
very beginning shown genuine regard for outward appearances. 
Hence the discussions surrounding the introduction of the first HO 
stores, the efforts expended on the Stalinallee, and the pedagogical 
tenor of East German shopwindow displays. The Main Economic Task 
and the pressures leading to its adoption only heightened an already 
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existing commitment to the public countenance of socialism, as re¬ 
garded by both its own population and the capitalist world direcdy 
across the open border. Self-service, in theory, was perfecdy suited to 
serve this commitment. It provided a kind of staged exercise in legiti¬ 
macy or transparency, with the state openly displaying its provisioning 
achievements directly to the gaze and grasp of consumers. Self-service 
offered direct access. It embodied the promise of modernity, abun¬ 
dance, and, above all, freedom of choice. 

But could the SED deliver on that promise? Once again it is neces¬ 
sary to emphasize where the interests of trade officials and SED leaders 
diverged. Even in the context of the Main Economic Task, no new sub¬ 
stantive efforts were made to lift trade out of its structurally subservient 
position. The system of demand research remained ineffectual. 61 Re¬ 
ports of industrial enterprises failing to meet their obligations in the 
production of consumer goods condnued to flow in. 62 By the summer 
of 1959, even some SED leaders were running out of patience. After re¬ 
ceiving a complaint from the director of the HO mail-order house in 
Leipzig about an insufficient supply of goods for the fall 1959 season, 
Erich Apel turned directly to Bruno Leuschner, imploring him for 
help: “Here, the entire drama of our light industry becomes very 
clear . . . Perhaps it is possible for you, on the basis of this example, to 
become personally involved and to lay down measures so resolute that 
they will quickly bring us out of this whole situation.” 63 

Looking back on the year that had elapsed since end of rationing 
and the adoption of the Main Economic Task, the SED leadership was 
clear that things had not gone as promised. And yet the questions of 
consumption and living standards were more than ever in the public 
eye, as U.S. Vice President Nixon traveled to Moscow in July 1959 to 
open the American National Exhibition. There, he and Khrushchev fa¬ 
mously engaged in a series of debates about the relative merits of their 
respective social systems, most notably during a visit to the exhibition’s 
model American kitchen, with all its modern consumer durables and 
labor-saving devices. 64 

In East Germany, at the end of that same month, a large, much pub¬ 
licized trade conference was held in Leipzig, ostensibly to assess pres¬ 
ent difficulties and breathe new life into efforts to achieve the goals of 
the Main Economic Task. 65 The months preceding the conference en¬ 
tailed extensive preparations, the drafting of programmatic theses, 
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and the mounting of a broad press campaign. 66 Held in one of the 
main auditorium spaces usually reserved for the biannual Leipzig 
Trade Fair, the conference was attended by 2,87f delegates, most of 
them trade officials. 67 Among those present were several leading SED 
figures, including Walter Ulbricht. In total, thirty people gave speeches 
over a two-day period, the evening hours of which were devoted to a 
full cultural program of musical and theatrical entertainment. (In ad¬ 
dition to the overture from Carl Maria von Weber’s Oberon and an aria 
from Otto Nicolai’s The Merry Wives of Windsor, the delegates were 
treated to Slavic dancing, proletarian work songs, and an act featuring 
roller-skating on three tables.) 68 

Despite the avowed purpose of the conference, its main speakers 
spent more time trying to revive the flagging spirits of trade functionar¬ 
ies than they did discussing openly the causes of the difficulties they en¬ 
countered. This fundamental omission characterized the speeches of 
Grete Wittkowski, Wilhelm Feldman (minister for light industry), and 
Curt-Heinz Merkel (Curt Wach’s recent replacement as minister for 
trade and provisioning). Perhaps the omission was inevitable, given the 
guiding hand of the SED Central Committee in sponsoring the con¬ 
ference. However, what might have been an occasion for real debate 
quickly revealed itself to be an extended pep rally for those working in 
trade. Even those who addressed the problem of the relationship be¬ 
tween trade and industry downplayed the confrontation, focusing pri¬ 
marily on the obligations of trade for improving the relationship. 69 
As a remedy for overcoming what were regarded as essentially ideolog¬ 
ical shortcomings, conference speakers emphasized the virtues of the 
classic methods of “socialist competition”; like workers in industry, 
those in trade had also to compete for the coveted title “socialist work 
brigade.” 70 In short, the conference quickly degenerated into a ritu¬ 
alistic attempt to will into existence an atmosphere of enthusiasm and 
renewed resolve. 

Only momentarily did the sound of genuine frustration and impa¬ 
tience cut through the general hum of repeated platitudes, when a 
trade official named Diimde, representing wholesale trade in textiles, 
insisted that “one side of our work has not yet been firmly and clearly 
discussed.” 71 Launching into an attack on light industry, he told of pro¬ 
duction enterprises delivering the wrong assortments of textiles to 
trade organs under his authority and of his attempts both to reject the 
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wrongly delivered items and to arrange for production of the correct 
assortments. But just as his efforts appeared on the verge of yielding 
successful results, he explained, a letter from his supplier arrived like 
“a thunderbolt.” With a flair for drama, Diimde produced the letter 
and, reading it out loud, showed how his efforts had been nullified. 
Citing a higher authority, the letter simply demanded that he accept 
the original deliveries. That higher authority was none other than Grete 
Wittkowski, who had onlyjust spoken on the first day of the conference. 
(This revelation, according to the protocol, created “movement in the 
auditorium.”) Diimde was willing to admit that the supplier may have 
been using Wittkowski’s name without having consulted her at all. But 
he was adamant in the rightness of his position: “we declare unequivo¬ 
cally that we will not back off from our justified demands and will enter 
into no contract for such Uberplanbestande.” (Here, the protocol records 
“applause” from the delegates.) 72 

But Diimde’s was a lone voice, and the trade conference achieved 
nothing. The stream of reports highlighting gaps in the provisioning 
of foodstuffs continued its unceasing flow. In October 1959 the Min¬ 
istry for Trade and Provisioning identified “considerable difficulties” in 
supplying butter, margarine, and pork during the third quarter of the 
year. 73 It had been necessary to increase the supply of beef and mutton 
to make up for shortages in pork. Butter could no longer be sold in 
butcher shops. Advertising for butter ceased, as attempts were made to 
intensify advertising for margarine. Bakeries and pastry shops now had 
to substitute margarine for butter. And sales personnel were offered 
bonuses for selling margarine instead of butter. But these attempts to 
increase the consumption of margarine at the expense of butter ran 
into their own problems: many shops very often had no margarine to 
sell, and there were a series of complaints from consumers about mar¬ 
garine speckled with strange, blue spots causing it to taste like soap. In 
a letter to Leuschner, Wittkowski predicted similar difficulties for the 
fourth quarter of the year. 74 Worse still, there appeared to be no rem¬ 
edy in sight. She recognized perfecdy well that the GDR could not rely 
on help from the other “people’s democracies.” Nor was it clear 
whether the Soviet Union would provide the necessary assistance. 

The inability to meet consumer demand for an array of foodstuffs was 
not solely the result of the end of rationing, the introduction of wage 
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increases, and the concomitant increase in purchasing power. An im¬ 
portant cause of the disruption in provisioning, one which would be¬ 
come decisive in the following months, was the much-delayed but now 
vigorously revived effort to collectivize forcibly East German agriculture. 
Of course, the “socialist transformation’’ of agriculture was a long¬ 
standing SED goal, an indispensable cornerstone of the “worker-and- 
peasant state” it was committed to building. Halted after the uprising 
of June 17, 1953, the effort resumed only gradually in the following 
years. But between January 1958 and January 1960, the pace of collec¬ 
tivization quickened dramatically, as the portion of agricultural land 
collectivized jumped from 25.2 to 45.1 percent. 75 This development 
necessarily took a large toll on the domestic supply of agricultural 
products, just as it had in the months preceding the uprising in June 
1953. But from the very beginning there was a strict taboo within the 
regime on speaking openly about the effects of collectivization on con¬ 
sumer supply. One spoke of “measures introduced,” and one tracked 
shortfalls in agricultural production. But the connection between the 
two developments could never be made openly, not even in internal re¬ 
ports and memoranda. 76 In fact, doing so was tantamount to spreading 
subversive propaganda. Eric Apel stated clearly at a meeting of the 
Politburo’s Economic Commission, “Everything now has to do with the 
socialist transformation of agriculture. The enemy is active not only in 
trade, but also elsewhere. He says: everything [the shortages in con¬ 
sumer supply] has come about because you have socialized agriculture. 
That is why the people now receive less.” 77 Apel was adamant; only “the 
enemy” said such things. 

Even in denial, however, the regime’s internal communications con¬ 
tinued to paint a sobering picture, one that grew more dismal in the 
spring and summer of 1960. For these were the months of the most in¬ 
tensive collectivization, the officially propagated “socialist spring in the 
countryside.” Within a mere five months, between the beginning of 
January and the end of May, the portion of agricultural land collec¬ 
tivized in East Germany leapt from 45.1 to 83.6 percent. Under an at¬ 
mosphere of threats, intimidation, and persecution of those farmers 
who resisted, the number of collectives almost doubled from 10,465 to 
19,345. 78 

As a direct consequence, domestic production of basic foodstuffs, 
including meat and potatoes, declined sharply. Rice imports had to be 
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increased to make up some of the difference, despite the damage done 
to the balance of foreign trade. In some instances those agricultural 
goods that were produced simply disappeared in the countryside, leav¬ 
ing stores in urban areas without expected deliveries. At a meeting of 
the Politburo’s Economic Commission, for example, one official re¬ 
ported a particularly embarrassing story. While driving through the 
Saxon countryside with officials from Czechoslovakia and Poland, the 
visitors complained of being unable to buy cherries in Leipzig, despite 
having seen trees in the area full of cherries. The East German official 
suggested that the cherries were probably not yet ripe and then quickly 
changed the subject. But soon thereafter, as they continued their drive, 
they saw “countless” groups of children with faces smeared blue from 
the juice of stolen cherries, as well as groups of adults on their way 
home, their pockets bulging with the stolen fruit. 79 

Meanwhile, attempts to steer purchasing power toward manufac¬ 
tured goods were unsuccessful due to insufficient supplies. 80 Accord¬ 
ing to a June 1960 report from a special Politburo commission, the 
supply of many manufactured goods, especially textiles, failed to reach 
the levels of the previous year. 81 Not only was supply down; so too was 
quality. Similarly, the supply of many durables declined, including au¬ 
tomobiles, electric stoves, radios, and television cabinets. The bleak 
news contained in the report moved the Politburo to draft a directive 
for addressing the situation. But the measures it proposed displayed a 
habitual vagueness and a distinct lack of new thinking. 82 

Was it any wonder that the elan of those working in trade seemed at 
a low ebb? Reports showed that whatever boost in enthusiasm that 
might have emerged from the trade conference of July 1959 had since 
played itself out. Where there had once been a flurry of activity in the 
form of “socialist competition” and the building of “socialist brigades,” 
there was now an unmistakable atmosphere of indifference and flag¬ 
ging morale. 83 Meanwhile, consumers complained of shortages, long 
waiting lists, poor-quality merchandise, and a lack of spare parts. Their 
grievances ran the entire spectrum of commodities, from basic food¬ 
stuffs to modern durables. 84 Even in Berlin and in the areas surround¬ 
ing the city, where it was most imperative to demonstrate the success of 
the Main Economic Task, officials had to contend with insufficient re¬ 
sources, cuts in commodity supply plans, and wholesalers failing to ful¬ 
fill contracts for the delivery of consumer goods. 85 



194 


Crisis Revisited 


* * * 

In the wake of the July 1959 trade conference, the SED finalized 
arrangements for its new Seven-Year Plan, which linked the planning 
cycle of the East German economy more closely with that of the Soviet 
Union. (In January 1959 the Soviet Union had adopted its Seven-Year 
Plan, which boasted that the socialist countries would surpass the capi¬ 
talist world in industrial productivity by 1966. By 1980, Krushchev 
claimed, the construction of Communism in the Soviet Union would 
be complete. Exactly what that meant, however, was hardly clear.) The 
new East German plan, announced in October 1959, maintained its 
professed commitment to the Main Economic Task, although Ulbricht 
appeared to modify its initial claims when he said that by 1961 the pro¬ 
visioning of the population with all important foodstuffs and consumer 
goods would equal, and in some categories surpass, that in West 
Germany. The emphasis, in other words, was now on equaling con¬ 
sumption in West Germany, not necessarily on surpassing it. Equally in¬ 
dicative of a weakening in the SED’s public adherence to the Main 
Economic Task as originally articulated were the new plan’s ambitious 
goals for increasing industrial production. Focusing investment on en¬ 
ergy, chemicals, and electrical engineering, the plan called for an in¬ 
crease in total output of nearly 90 percent by 1965. 86 

The Seven-Year Plan had involved extensive negotiations in Moscow, 
during which the Soviets promised to deliver foodstuffs and raw mate¬ 
rials to East Germany at a value of 250 million rubles in 1960, 200 mil¬ 
lion in 1961, and 120 million in 1962. The promised commodities 
included raw materials for fertilizer and textiles, aluminum, paper, fat, 
leather hides, coffee, and Sudfruchte. During the negotiations in June 
1959, Bruno Leuschner still seemed to think that by 1961-62 it would 
be possible to reach, and in some cases surpass, West German con¬ 
sumption levels in milk, meat, cheese, fish, eggs, butter and other fats, 
sugar, fruits and vegetables, cotton and silk fabrics, furniture, carpets, 
underwear, wristwatches, household porcelain, bicycles, televisions, 
motorcycles, and scooters. On the other hand, he recognized that, de¬ 
spite increases in supply, it would be impossible to catch up to West 
Germany in consumption of automobiles, refrigerators, and washing 
machines. East Germany would also remain behind in semiluxuries 
and other goods that could be acquired only from the capitalist world, 
with hard currency: coffee, cocoa, Sudfruchte, woolen products, and 
shoes made of high-quality leather. 87 
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A telling sign of the regime’s gradual, tacit disavowal of the initial 
goals of the Main Economic Task was the increasing prominence of 
what had originally constituted one of its less-noticed extras, that is, the 
campaign for improving the supply of the “thousand little things of 
daily demand’’ (die tausend kleinen Dinge des taglichen Bedarfs). Nuts, 
bolts, screws, sewing needles, shoelaces, buttons, spare parts, miscella¬ 
neous kitchen items—these were the sorts of unglamorous articles 
promised by the thousand-little-things campaign, along with an em¬ 
phasis on improving the array of repair and other services bound up 
with their supply. 

Already in September 1959, at a meeting of the SED Central 
Committee, Walter Ulbricht complained of a general neglect of this 
campaign, a tendency to underestimate its importance for the Main 
Economic Task. “The provisioning of the thousand little things, repairs 
and services, has become a basic problem within the framework of 
the Main Economic Task,” he instructed. “We must prove the superi¬ 
ority of socialism in this area as well.” 88 Adding some urgency to the 
task, as he openly admitted, was the recently accelerated process of 
collectivizing the handicraft trades. Although it moved ahead at a much 
slower pace than the collectivization of agriculture, this process never¬ 
theless brought disruptions in its wake. 89 Nor was Ulbricht alone in his 
grasp of the importance of the campaign. Many SED leaders assumed 
rightly that shortages in the supply of modern durables were regrettable 
but certainly more understandable—even excusable—than shortages 
in the supply of the thousand little things. In the words of one trade 
union official, “Our workers definitely have understanding for the fact 
that there are still not enough televisions, that we still can’t cover the 
demand for automobiles . . . But they have no understanding for the 
fact that hundreds of small items, which one could manufacture, are 
missing.” 90 

Accordingly, in the fall of 1959 economic planners devoted increas¬ 
ing attention to the thousand little things, producing investigative re¬ 
ports and drafts of programs for bringing the campaign forward. 91 As 
one draft explained, “the achievements in the improvement of living 
conditions (Lebenslage) are measured not only by a high per capita con¬ 
sumption of high-grade consumer goods. They are now judged in¬ 
creasingly by the satisfaction of the needs of working people for the 
thousand little things of daily demand, as well as repairs and services 
that ease and enhance daily life.” 92 Study groups were dispatched to 
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West Berlin and Sweden to investigate Laundromats, dry cleaners, and 
shoe repair services. 93 In Sweden East German officials were particu¬ 
larly impressed by the widespread do-it-yourself (Hilf Dir selbst) ap¬ 
proach to home repairs and hobbies and by the abundant supply of 
tools and hardware parts. They were equally fascinated by new resi¬ 
dential building projects featuring communal washing machines and 
apartments with central heating, eat-in kitchens, and built-in closets. In 
their reports they showed a readily apparent enthusiasm for what they 
regarded as the obvious blessings of practicality, efficiency, conven¬ 
ience, and comfort. 

In February 1960 the Council of Ministers approved a program pro¬ 
duced by the State Planning Commission for transplanting these bless¬ 
ings to East German soil. 94 Translating it into practice, however, proved 
enormously difficult. Due to the worsening provisioning crisis, eco¬ 
nomic planners had to cope with drastic cuts in material supplies, an 
increasingly overwhelmed bureaucracy, and a lack of incentive on the 
part of manufacturers to produce thousands of little things, which, 
being subject to price subsidies, held out little hope of profitability. 95 
The program depended to a large extent on the efforts of local ad¬ 
ministrative organs, but reports indicated that they mostly failed to 
take up the initiative. 96 SED leaders were perfectly aware of the dam¬ 
age these setbacks inflicted on their prestige. In July 1960, at a meeting 
of the Politburo’s Economic Commission, Apel’s frustration approached 
the boiling point: “These thousand little political pinpricks are unbear¬ 
able.” 97 Above all, they were embarrassing: “The opponent says this: 
you can plan and build power stations and chemical factories etc. no 
worse than us—on the contrary, even in a shorter time and probably 
better. But the thousand little things which the population needs, that 
you can’t manage!” 98 

Subsequent reports expanded the list of formidable obstacles: insuf¬ 
ficient administrative cooperation, lack of materials and productive ca¬ 
pacity, negligent quality control, the proclivity of manufacturers to 
ignore the demands of trade organs. 99 The State Planning Commis¬ 
sion’s program had called for the establishment of new, special stores 
for selling the thousand little things, but even these stores were often 
unable to secure their inventory. 100 The program was not without mod¬ 
est successes. In 1960, overall production of the thousand little things 
increased 6.5 percent compared to 1959. Certain consumer service 
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industries were able to report increased activity, particularly the repair 
industries, beauty salons, and Laundromats. 101 But these gains were a 
small consolation, a far cry from the hopes and boastf ul challenges of 
July 1958. With foodstuffs increasingly scarce and the pace of collec¬ 
tivization in the countryside proceeding at full speed, the less-than- 
brilliant campaign for the thousand little things could hardly drown 
out the rising chorus of dissatisfaction. 

In keeping with the scaling back of its consumption goals and the 
general drift towards retrenchment, the SED leadership began to re¬ 
vert to old form by resuscitating a policy of “priority provisioning” 
(Schwerpunktversorgung). As in the months preceding the uprising in 
June 1953, the regime again prepared plans for privileging heavy- 
industrial workers with a larger share of the insufficient supply of con¬ 
sumer goods. Yet the language of prosperity, so prevalent for the past 
few years, could scarcely be excluded. The result was an updated ver¬ 
sion of priority provisioning, the official logic of which suggested a 
kind of Main Economic Task limited to the factory floor: “Workers in 
the main enterprises of our republic create the most important pre¬ 
conditions for the further building of socialism. They have the first 
claim on a priority provisioning of foodstuffs, semiluxuries, and manu¬ 
factured goods with the help of the most modern forms and methods 
of trade as well as exemplary repair and [other] services.” 102 The 
emerging plans envisioned an array of stores and restaurants in the en¬ 
terprises and in the residential areas surrounding them. They were to 
display the highest Verkaufskultur; many were to feature self-service. 
The stores were to have special business hours to accommodate all 
workers’ shifts. There was also to be a special order and delivery ser¬ 
vice, allowing workers to order items while at work and have them de¬ 
livered to their homes. 

The reemergence of “priority provisioning” can be traced back to 
the trade conference of July 1959. Among the many tasks it had 
bequeathed to the Ministry for Trade and Provisioning was that of 
“complex provisioning in the enterprise.” Again, the hand of Walter 
Ulbricht was evident, as he called on the ministry to enhance the con¬ 
sumption offerings available in factories. 103 If the ministry had any 
doubts about the importance of this task, they were quickly dispelled 
by a follow-up intervention from Ulbricht. Erich Apel explained the sit¬ 
uation to Minister Merkel in October 1959: “In connection with the 
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provisioning of the population comrade Ulbricht has criticized the fact 
that the provisioning of the large enterprises no longer stands at the 
level it once did.” 104 According to Apel, Ulbricht had been particularly 
dismayed by the fact that there had been a decline in provisioning even 
at such flagship enterprises as the Kombinat Schwarze Pumpe and, 
worse yet, his namesake VEB Leuna-Werke “Walter Ulbricht.” 

Despite Ulbricht’s involvement, preparations dragged on into the 
spring and summer of 1960. As late as September, government officials 
were still unable to narrow down the list of potential participants. The 
various districts (Bezirke) had proposed a total of seventy-eight enter¬ 
prises. By August, officials from the State Planning Commission, the 
FDGB, and the Ministry for Trade and Provisioning were able to bring 
that number down to forty-six. 105 Their task, however, had been to re¬ 
duce the list to a maximum of fifteen to twenty firms. Meanwhile, only 
very few enterprises, those certain of a place on the final list, could be¬ 
gin to implement some of the aspects of priority provisioning. 106 Con¬ 
sequently, the policy failed to get off the ground before SED leaders 
seemed to steer their ship of state into yet another economic tidal wave. 
In September 1960, in response to some public but uninfluential de¬ 
nunciations of the Oder-Neisse border by West German Landsmann- 
schaften, the SED introduced a required visitor’s visa for West Germans 
seeking to enter East Berlin. In retaliation for this official restriction of 
freedom of movement, West Germany announced that at the end of the 
year it would cut off all trade with East Germany. 

This new confrontation is only understandable within the context of 
the Berlin Crisis. And although by September 1960 the crisis was al¬ 
ready nearly two years old, it now began to play a significant role in the 
course of East Germany’s deepening provisioning debacle. The crisis 
had begun with Khrushchev’s ultimatum of November 1958, in which 
he threatened the Western powers that if they refused to begin negoti¬ 
ations with the Soviet Union on preparing a German peace treaty and 
on turning West Berlin into a demilitarized “free city” within six 
months, the Soviet Union would hand over to the GDR all rights and 
responsibilities over Berlin, including control over Western access 
routes connecting West Germany and West Berlin. With his usual gift 
for brutal metaphor, Khrushchev described West Berlin as “a sort of 
malignant tumor” on which the Soviet Union had “decided to do some 
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surgery.” 107 This is not the place to address in detail the overlapping 
and divergent motives and interests of all the actors involved in the cri¬ 
sis. Recent research, however, has highlighted a hitherto underesti¬ 
mated factor that is of concern to us, namely, the growing pressure 
exerted on Khrushchev during the crisis by the SED, in particular by 
Walter Ulbricht. 108 While Khrushchev had hoped to use West Berlin as 
a means of leveraging the Western powers into a broader German 
peace settlement, Ulbricht, for obvious reasons, pressed Khrushchev to 
resolve the problem of West Berlin immediately and independendy of 
a larger treaty with the Western powers. 109 

How was the small, satellite East German state able to put pressure 
on its superpower patron? In fact, there were several factors that al¬ 
lowed it to do so. The open border and the annual flight of hundreds 
of thousands of East Germans directly undermined Khrushchev’s con¬ 
cept of the GDR as a showcase for socialism in the peaceful struggle 
against capitalism. The forward strategic position of East Germany with 
regard to NATO heightened the importance of internal stability, which 
was obviously threatened by the open border. The widening rift between 
the Soviet Union and China over leadership of the socialist world, com¬ 
bined with Mao’s increasingly hard-line stance toward the West, made it 
necessary that Khrushchev not appear too soft in his dealings with the 
capitalist world. Finally, declining economic conditions in East Germany 
put pressure on Khrushchev to do something about West Berlin. 110 As 
Khrushchev’s six-month deadline elapsed without eliciting the desired 
Western response and as the East German Main Economic Task disinte¬ 
grated, the SED leadership was emboldened to act with increasing inde¬ 
pendence, even as it grew more economically dependent on the Soviet 
Union. Hence the introduction in September 1960 of the visitor’s visa. 
(Later, the GDR began cultivating closer relations with China, without 
Soviet approval.) 111 

The West German threat of a trade cancellation, however, came at a 
terrible time for the GDR’s economy. Shortages in food items were in¬ 
creasingly exacerbated by the forced collectivization of agriculture. 
These shortages, in turn, contributed to the refugee crisis, which took 
yet a further toll on the economy by worsening labor shortages. 112 (The 
Berlin Crisis, too, now began to push even more East Germans into 
fleeing to the West, as a kind of panic took hold among the population 
that this might be the last chance to escape before the border was 
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closed.) 113 Internal reports to Ulbricht showed that the meat supply 
was “very strained,” so that a “demand-appropriate” supply was “not as¬ 
sured.” The situation had given rise to “political discussions” in the pop¬ 
ulation. Attempts to steer demand toward poultry by lowering prices 
had proved ineffectual. 114 Any hope that the other socialist countries 
would help with increased exports to East Germany was dim. East Ger¬ 
man leaders had grown accustomed to seeing their expectations of aid 
from COMECON disappointed. As recently as July 1960 Minister 
Merkel had complained bitterly to Ernst Lange about Bulgaria backing 
out of promised tomato deliveries to East Germany. The tomatoes were 
desperately needed as a means of steering demand away from meat. 
Merkel’s anger only intensified when he learned that there were so 
many Bulgarian tomatoes in West Germany and West Berlin that price 
reductions had been announced in the West German press. 115 In any 
case, imports from West Germany consisted mostly of commodities un¬ 
available from the COMECON countries. The prospect of a West Ger¬ 
man trade embargo would mean not only the loss of 10 percent of East 
Germany’s imports but, more important, an especially disruptive loss 
of such economically “strategic” goods as high-grade steel, sheet metal, 
and spare parts. 116 

As the East German economy reeled and as reports of “negative dis¬ 
cussions” in the population multiplied, the meetings and memoranda 
of SED leaders displayed a greater sense of frustration and panic. 117 At 
the center of the regime’s provisioning problems was the upheaval in 
agriculture. As Wittkowski explained at a November meeting of Apel’s 
Economic Commission, shortfalls in planned deliveries of meat and 
milk had reached 150,000 and 170,000 tons respectively. 118 Although 
silent on the role of collectivization in these shortfalls, she did mention 
that large numbers of farmers no longer appeared in the marketplace 
as suppliers. Other members of the commission emphasized those fac¬ 
tors that contributed to shortages in manufactured commodities: a 
lack of raw materials interfered with meeting demand for textiles, cloth¬ 
ing, shoes, and household chemical products; cooperation between 
trade and industry was virtually nonexistent; a lack of packaging mate¬ 
rials prevented many goods from reaching retail outlets. Wittkowski 
complained of prices being too low for the thousand little things of 
daily demand. There was an irrational fear of raising prices, she sug¬ 
gested. But how else could one exert control over demand and provide 
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incentive for manufacturers to increase production? 119 Apel, as head of 
the commission, was exasperated; the list of problems seemed endless. 
“What’s the point?” he asked. “For the party leadership the point is that 
all of these litde pinpricks that cut to the quick be overcome in our en¬ 
tire policy, through onr own efforts; with correct order and discipline, 
with the right organization, we must begin the work.” 120 As so often in 
the past, the atmosphere of deepening crisis drew SED leaders ever 
closer to the magic words “organization,” “discipline,” “through our 
own efforts.” By invoking them—by relying on them—Apel showed the 
limitations of his, and the party’s, thinking. At the end of the meeting, 
he asked Wittkowski to draw up proposals for the Central Committee. 
She again brought np the problem of agriculture. He told her to 
include it in her report. “With agriculture I know of no way out,” she 
continued. “Good,” he interrupted, “but in other areas we can do 
something.” Several months later, intending to rebuke those working 
for him, he unwittingly described the leadership when he said “We are 
entirely lacking in ideas.” 121 

In 1960 nearly sixty thousand more East Germans fled to West Ger¬ 
many than in 1959. 122 In November, two and a half years after the lift¬ 
ing of rationing, several Bezirke reintroduced it in new form by instituting 
customer lists for the retail sale of butter. 123 How else to assure a “just” 
distribution of a scarce commodity? But as an admission of the failure 
of the Main Economic Task, it could not have been clearer. SED lead¬ 
ers turned to their only option for help, the Soviet Union. Initially, the 
Soviet leadership seemed to underestimate the severity of the unfold¬ 
ing crisis in East Germany. In November 1960, at a meeting in Moscow, 
Khrushchev admitted to Ulbricht that he had not realized how depen¬ 
dent the East German economy had become on West Germany: “For 
the time being Adenauer didn’t give it to us on the nose.” Generally, 
Khrushchev showed sympathy for East Germany’s economic problems: 
“The GDR’s needs are also our needs,” he recognized. 124 Still, he 
tended to underestimate the role of West Germany as a major cause of 
difficulties for the SED. Moreover, his relations with Ulbricht had been 
strained for some time, at least since 1956, when Khrushchev delivered 
his secret speech and Ulbricht resisted the drift of de-Stalinization. 125 

Although the West Germans agreed in December 1960 to renegoti¬ 
ate the inter-German trade agreement, Ulbricht felt compelled in Jan- 
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uary 1961 to reiterate to Khrushchev East Germany’s urgent need for 
assistance. Ulbricht recounted at length its myriad economic woes. He 
spoke of chronic shortfalls in plan fulfillment and widespread unhap¬ 
piness among workers and the intelligentsia. But his emphasis was on 
the unexpected advances in productivity and consumption in the Fed¬ 
eral Republic. The goals of the Main Economic Task, he admitted, had 
presumed economic stagnation in the FRG. Instead, East Germany was 
confronted with the “constant political pressure” exerted by continued 
West German successes, which, as he pointed out, were “visible to every 
citizen in the GDR” and constituted “the main reason for the fact that 
in the course of ten years about two million people have left our re¬ 
public.” 126 In view of the disparity in living standards, the East Germans 
had been forced to take steps to increase individual consumption. But 
these efforts had come at the expense of modernizing and reinvesting 
in “our production apparatus.” This state of affairs was not sustainable. 
The implication was clear: without Soviet help, the situation in East 
Germany threatened to spin out of control, with disastrous results for 
the entire socialist bloc. Ulbricht proposed a change of course: a re¬ 
turn to emphasizing investment over consumption, extensive deliver¬ 
ies of goods from the East, and a more integrated East German-Soviet 
“economic community.” Picking up on proposals discussed back in 
November at the meeting in Moscow, Ulbricht was preparing for eco¬ 
nomic life in a world in which the problem of West Berlin would be 
solved in one way or another. 

Over the next several months the East German economy did become 
more tightly linked to that of the Soviet Union, but not quite as Ul¬ 
bricht had imagined. Khrushchev’s sensitivity to East German needs 
notwithstanding, the Soviet Union had its own economic interests to 
pursue as well. Moscow came to treat the GDR increasingly as “a Soviet 
union republic.” 127 This meant that in return for deliveries of com¬ 
modities from the Soviet Union, East Germany had to deliver finished 
machine goods to the Soviets. However, to produce these items, mate¬ 
rials and parts had to be imported from Western countries, including 
West Germany, and paid for with hard currency. Thus, the East Ger¬ 
man “production program” geared itself increasingly toward Soviet 
demands requiring imports from the West. Mindful of price advan¬ 
tages for themselves, Soviet trade officials encouraged the East Germans 
to expand their Western trade as much as possible. They suggested 
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buying commodities, particularly steel, from West Germany on credit, 
without worrying too much about paying off their debts. In the words 
of Anastas Mikoyan, now Soviet premier, “It does no harm to have 
debts with West Germany.” 128 A feeble, offhand joke from a deputy 
chairman of the Soviet Council of Ministers indicated how far expecta¬ 
tions had slipped from the heady optimism of July 1958: it was “neces¬ 
sary to assure three basic factors,” he said. “The sufficient supply of 
foodstuffs, the satisfaction of housing needs, and love. For the last one, 
however, the economists are not responsible.” 129 Here was the festive 
embrace of Gosplan. 

This change of economic course, however, did little to alleviate East 
Germany’s provisioning crisis. Reports of insufficient food supplies mul¬ 
tiplied in the first months of the year. As economic planners com¬ 
plained of excessive purchasing power, consumers found their shops 
lacking in meat, butter, milk, and coffee; in many places, there were 
shortages of potatoes, bread, noodles, and vegetables. 130 By May, Merkel 
was growing desperate. In a letter to Wittkowski, he emphasized that the 
supplies of meat and butter had declined compared to 1960, giving rise 
to yet more “negative discussions” in the population. Attempts to sub¬ 
stitute fish and margarine foundered on lack of supplies and poor 
quality. Shortages in foodstuffs were only exacerbated by a further 
downturn in the supply of manufactured commodities. 131 As Merkel 
pleaded for Wittkowski’s personal intervention, local party officials 
conveyed the repeated cries of discontent from consumers: “Not only 
do things not go forward, they go constantly backwards”—“Conditions 
like 1945!”—“With Hitler, during the war, we at least had meat and 
bread regularly!” 132 To ease the demand for meat, officials in the State 
Planning Commission toyed with the idea of trying to popularize a 
“meatless day.” There was concern within the party leadership, how¬ 
ever, that such a measure would be ill advised; people might associate 
it with either Nazism or Catholicism. 133 A clear indication of the sever¬ 
ity of the shortages was the fact that HO and consumer co-op sales per¬ 
sonnel and store managers were quitting in record numbers. In East 
Berlin alone nearly eight hundred people left their retail jobs between 
April and June 1961. 134 

As the provisioning crisis intensified, so too did the Berlin crisis, 
both of which found common expression in the rising number of 
refugees. Between January and July over one hundred thousand East 
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Germans fled to West Germany. In his dealings with Khrushchev, Ul- 
bricht continued to pressure him for some action on West Berlin. He 
reminded Khrushchev that two years had elapsed since his original ul¬ 
timatum; he argued that the time was favorable for action since the 
Adenauer government was gearing up for elections in September and 
U.S. President Kennedy would be loathe, in the first year of his presi¬ 
dency, to antagonize the Soviet Union. 135 When Khrushchev and 
Kennedy met in Vienna in June 1961, they failed to reach an agree¬ 
ment on Berlin and Germany, and Khrushchev issued another six- 
month ultimatum. East German citizens feared this might be their last 
chance to escape before the border was closed. In fact, the Soviet 
ambassador to East Germany informed Ulbricht in early July that 
Khrushchev had finally agreed to Ulbricht’s request to seal the bor¬ 
der. 136 That very month one thousand people left the GDR every single 
day. In a television address of July 25,1961, Kennedy outlined his three 
“essentials,” making it clear that the United States was committed to 
maintaining Western rights in West Berlin, the freedom of West Berlin, 
and freedom of movement between West Germany and West Berlin. 
What he neglected to mention—the question of freedom of movement 
between East and West Berlin—was painfully audible to everyone 
watching. (Five days later, a public statement from Senator William 
Fulbright echoed Kennedy’s position.) This opening certainly con¬ 
tributed to Khrushchev’s willingness to acquiesce to East German pres¬ 
sure to seal the border. The SED’s Department for Security had already 
determined the amount of building materials it required, including 
485 tons of barbed wire and 51.9 tons of wire fencing. 137 As many as 
forty-seven thousand East Germans fled to West Germany in the first 
two weeks of August. The parallel flurry of correspondence and meet¬ 
ings among Soviet bloc leaders is well documented. It was at a three- 
day meeting (August 3-5) of the Political Consultative Committee of 
the Warsaw Treaty Organization that East German requests were for¬ 
mally approved; there, the leaders of the socialist world officially de¬ 
cided to close the border between East and West Berlin on the night of 
August 12-13, 1961. 

Having at long last reached the building of the Berlin Wall, we must 
now address several long-deferred questions. How was it possible that 
within the short space of three years—between the summers of 1958 
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and 1961—East Germany fell so precipitously from public optimism to 
patent desperation, from the lifting of rationing and the adoption of 
the Main Economic Task to the ignominy of retreat behind the Berlin 
Wall? And how do the constituent events and policies of these years— 
the Main Economic Task, the collectivization of agriculture, the self- 
service store, the Leipzig trade conference, Khrushchev’s ultimatums, 
the Seven-Year Plan, the thousand little things of daily demand—take 
their places in this trajectory of rapid decline? 

The available evidence suggests that the SED leadership never for a 
moment believed in the possibility of realizing the goals of the Main 
Economic Task. In fact, one wonders if the party’s leaders even consid¬ 
ered its goals desirable, at least in the short term. In the years covered 
in this study, Walter Ulbricht and those loyal to him came down 
repeatedly on the side of productivism. Their visions of economic 
prowess and socialist superiority were consistently wedded to the realm 
of investment goods and heavy industry. Meeting the needs of con¬ 
sumers was at best a distraction, at worst a profligate waste of scarce re¬ 
sources. Only the challenge of prosperity in West Germany wrenched 
their attention from the indices of productivity, forcing their grudging 
participation in a contest of material well-being they resented and de¬ 
spised. In the late 1950s the collectivization of agriculture most clearly 
demonstrated the SED’s lack of commitment to the goals of the Main 
Economic Task. How, with the experience of the early 1950s in recent 
memory, could its leaders have pursued a policy certain to disrupt con¬ 
sumer supply if they were truly intent on surpassing West German con¬ 
sumption levels? And how can we explain the intensification of the 
collectivization campaign even as it brought chaos to the provisioning 
process and drove increasing numbers of East Germans across the 
open border? 

Further research may provide definitive answers to these questions. 
However, the most recent research on the Berlin Crisis offers grounds 
for plausible speculation. The evidence it has uncovered pointing to 
the assertive role played by SED leaders, above all by Ulbricht, in pres¬ 
suring Khrushchev to take action on the question of Berlin encourages 
one to see the Main Economic Task primarily as a temporary, stopgap 
measure. Ulbricht never intended to pursue its expressed aims. Its pur¬ 
pose was rather to limit the flow of refugees from East to West by serv¬ 
ing as a kind of modernized New Course, the essence of which was 
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neatly conveyed by attempts to increase the supply of modern durables 
and to develop retail innovations such as the self-service store. But the 
emphasis on consumption would last only until the problem of the 
open border was solved. 

The precise nature of that solution, however, remained uncertain. 
Ulbricht hoped to incorporate West Berlin into the GDR and to sign a 
separate peace treaty with the Soviet Union. Khrushchev, seeking im¬ 
proved relations with the West, wanted to settle the Berlin question 
within the context of an overall treaty on Germany with the Western 
powers. Ulbricht chafed, knowing that the Main Economic Task was a 
gamble that grew riskier with each passing day. When Khrushchev’s 
first ultimatum elapsed without result, the East Germans took the ini¬ 
tiative by engaging in provocative, unilateral actions. Trying to main¬ 
tain pressure on Khrushchev, for example, they introduced gratuitous 
bureaucratic obstacles for western officials and West Germans seeking 
to enter East Berlin; later they cultivated closer relations with China. 138 
The collectivization of agriculture, which accelerated dramatically after 
the elapsing of Khrushchev’s first ultimatum, can also be seen in this 
light, as it intensified the atmosphere of confrontation and increased 
the pressure on Khrushchev to do something about Berlin. 139 The ef¬ 
fect was to sabotage the spirit of East-West cooperation and to exacer¬ 
bate the refugee crisis. The SED, out of increasing desperation, had 
raised the stakes, embarking on a high-risk effort to force Khrushchev 
into making a move. (The thousand little things of daily demand and 
priority provisioning were part of this general drift into hard-line re¬ 
trenchment.) It was perhaps reckless for the SED leadership to have 
taken so risky a course of action. 140 On the other hand, did it have an 
alternative? In any case, it was not the first time, nor would it be the last, 
that party leaders, enamored as they were of “discipline,” “will,” and 
“struggle,” chose the path of unyielding confrontation to achieve their 
objectives, even at the risk of spiraling chaos and violence. 

Admittedly, this scenario too raises questions. One wonders if Khru¬ 
shchev himself ever believed in the plausibility of the Main Economic 
Task, if he simply assimilated it into his vision of East Germany as a show¬ 
case of socialism. Some scholars have recently argued that Khrushchev’s 
genuine faith in the ability of socialism to overtake capitalism led him 
to believe in “all the Potyomkin villages of Socialist enthusiasm and 
transformation that Ulbricht staged for him during his official vis- 
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its.” 141 Yet others have pointed out that as early as August 1958 Soviet 
officials were alarmed by “the flight of the intelligentsia from the 
GDR,” which inevitably took a serious toll on the East German econ¬ 
omy. That very month, Khrushchev reportedly told Ulbricht, “we can¬ 
not compete with capitalism with open borders.” 142 This statement, if 
Khrushchev truly made it, suggests that he too might have viewed the 
Main Economic Task as a temporary measure, a public relations pallia¬ 
tive until the Berlin question was solved. But then one wonders if he 
approved of the timing of the collectivization campaign, particularly its 
increasing intensity after 1959, even as the GDR came closer to the 
edge of collapse. Or was he appalled by the mounting crisis, and did it 
cause him to consider a change of leadership within the SED in the 
hopes of getting Ulbricht off his back? These are questions only fur¬ 
ther research may answer. 

In the end, Ulbricht got only part of what he wanted; the border was 
sealed, but West Berlin remained in the hands of Western authorities. 
This outcome, in the short run, meant an end to the refugee crisis, re¬ 
moving for a time much of the unbearable pressure on the SED to 
compete with West Germany on the battlefield of consumption. In the 
long run, of course, the West German challenge endured. Even if their 
citizens were now captive, SED leaders could never block out the im¬ 
ages of abundance seeping through their “antifascist protection wall.” 
As we now know, the relationship between dictatorship and demand 
was far from settled. And yet for our purposes the wall signifies an im¬ 
portant break: never again would SED leaders adopt as official policy 
the goals they had proclaimed in the Main Economic Task; never again 
would they boast of East Germany’s ability to surpass West Germany in 
individual consumption. In this sense, the building of the wall marks 
the end of a crucial chapter in the Cold War contest of prosperity. 
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I sit by the roadside. 

The driver changes the wheel. 

I do not like the place I have come from. 

I do not like the place I am going to. 

Why with impatience do I 
Watch him changing the wheel? 

Bertolt Brecht, “Changing the Wheel” 1 

It does no harm to have debts with West Germany. 
Anastas Mikoyan, March 1961 


In October 1960, in the atmosphere of heightened tension aroused by 
the Berlin crisis and in the wake of the great “socialist spring” in the 
countryside, which had done so much to undermine the food supply 
and with it the Main Economic Task, the East Berlin Magistrat held its 
annual festival (Festtage). Over three thousand artists from all over the 
world came to participate and “fight,” as Neues Deutschland explained, 
for the cause of peace and humanity. The newspaper cited the appear¬ 
ance of both the American singer Paul Robeson and the Soviet violin¬ 
ist David Oistrakh as “the most obvious symbol of the world-openness 
of our capital.” 2 Another observer might have looked elsewhere for 
openness, perhaps to the as yet unsealed border over which more and 
more East Germans were crossing with no intention of returning, at 
least not any time soon. 

As one would expect, the festival performances offered a combina¬ 
tion of old and new, classic and contemporary. While the Staatsoper 
presented Verdi’s Don Carlos, and the Komische Oper La Traviata, the 
Deutsches Theater staged Erwin Strittmatter’s Die Hollanderbraut, and 
the Maxim Gorky Theater mounted a production of Lion Feucht- 
wanger’s adaptation of Vasantasena. Noteworthy as these productions 
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were, perhaps the most popular event was the premier on the festival’s 
final day of a new operetta-revue entitled Messeschlager Gisela, a tale of a 
young East German seamstress who aspires to become a fashion de¬ 
signer as she toils away at the fictional VEB Berliner Schick (People’s- 
Owned Enterprise, Berliner Chic). In preparation for the Leipzig 
trade fair, the eponymous heroine designs a new dress, stylish yet prac¬ 
tical, which, in the opinion of her co-workers, is sure to be the hit of the 
fair. But Gisela’s boss, plant manager Kuckuck (his improbable name 
gives away the fact that he is the foil), disagrees, convinced that VEB 
Berliner Schick will attain world-class status (Weltniveau) only by outdo¬ 
ing the alleged excesses of western fashion designers. To that end, he 
designs his own absurd new dress, not only hideous but profligate in its 
waste of valuable material. Aptly, if unwittingly, he dubs it “Melone.” 
Not surprisingly, as the plot unfolds in song and dance—featuring such 
titles as “Die Mode” (Fashion), “Selbstkritik ist mein Prinzip” (Self- 
Criticism is My Principle), and “Kleid fiir jede Frau” (Dress for Every 
Woman)—Kuckuck’s Melone proves to be a flop, whereas Gisela’s in¬ 
spired creation is celebrated as a smashing success. 

Messeschlager Gisela was a product of the moment. Only in the context 
of the Main Economic Task could one imagine a production so given 
over to the themes of fashion and consumption enjoying such a promi¬ 
nent occasion for its premier. The venue was perhaps no less impor¬ 
tant, for the production was staged at the Metropol Theater, located in 
the FriedrichstraBe, just a few steps away from the train station where 
one crossed between East and West Berlin, a fact that might itself have 
been taken as a form of challenge to the West. The show was at least as 
successful as Gisela’s fictional design, her “Kleid fiir jede Frau.” Not only 
did the premiere sell out, but so did seventy-four subsequent perfor¬ 
mances over the course of the following ten months. As the Main Eco¬ 
nomic Task disintegrated at an ever-quickening pace, Gisela’s triumph 
preserved a theatrical vision of its initial promise. 

Signs of discomfort with the production, however, could be detected 
from the beginning, as it was greeted officially with a certain reserve. 
Although the review in Neues Deutschland offered some praise for the 
“successful attempt to mix operetta and revue in an amusing fashion,” 
it criticized the show for concentrating too much on “the satirical de¬ 
piction of negative types,” on Kuckuck and his ilk, the obvious repre¬ 
sentatives of arrogant bureaucratism and slavish hankering after the 
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products of western consumerism. The “positive figures,” like Gisela, 
were consequently overshadowed, as was the larger “lesson on training 
for the collective, for socialist thought and action.” This was no “irrele¬ 
vant question,” the reviewer emphasized, “but rather a central problem 
in the art of the socialist operetta.” 3 An expectation of just this sort of 
reaction perhaps explains the all-too-familiar ambivalence about con¬ 
sumption permeating the subject matter itself. Clearly intended as a 
critique, however lighthearted, of prevailing conditions in the produc¬ 
tion and supply of clothing in East Germany, the piece was nevertheless 
careful not to go too far. Western fashion was characterized as distress¬ 
ingly decadent, those seeking to emulate it as morally deviant, if not 
politically suspect. Even Gisela’s design embodied an idea ostensibly at 
odds with the tenets of western fashion; her “Kleid fiir jede Frau” 
would be just that, a dress for every woman and, as such, a clear rejec¬ 
tion of western individualism, frivolity, and waste. 

But by the time the Berlin Wall went up, even these ideological con¬ 
cessions could not save Messeschlager Gisela. The disjunction between the 
stupendous failure of the Main Economic Task and the musical reen¬ 
actment of its professed goals had become too glaring for the authori¬ 
ties in East Berlin. At their “recommendation,” the production came to 
an abrupt end, disappearing forever from the East German stage. It 
would not be performed again until after the wall came down, when in 
the late 1990s the increasingly widespread appetite for nostalgia (Ostal- 
gie) gave rise to its revival in a reunited Berlin and several cities through¬ 
out the former GDR. 4 Gisela’s return to the stage was ironic: what had 
once been enthusiastically embraced as a call for the greater satisfaction 
of legitimate material desires was now sought out in a spirit of nostalgia 
for the lost society in which those desires had so often been frustrated. 

With the Berlin Wall in place and the flow of refugees to West Germany 
finally stanched, the problem of consumption did not go away. Most 
immediately, there remained the severe provisioning crisis that had 
helped to precipitate the sealing of the border; it could hardly be ex¬ 
pected to disappear simply because the authorities rolled out their 
barbed wire on the night of August 12-13, 1961. In fact, the crisis per¬ 
sisted well into 1963, with drastic shortages in foodstuffs, manufac¬ 
tured goods, and semiluxuries. Meat and dairy products continued to 
be rationed by means of locally maintained customer lists—“steering 
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measures,” as functionaries euphemistically referred to them. Only by 
increasing the food supply with imports from capitalist countries and 
by raising the prices of certain goods to dampen demand was the 
regime able eventually to stabilize the situation. 5 Nevertheless, as Wal¬ 
ter Ulbricht explained to his Soviet counterparts in May 1963, “even af¬ 
ter the closing of the state borders, the high living standard [in West 
Germany] strongly affects the population of the GDR and its political 
attitudes.” 6 Indeed, it would continue to do so until the collapse of the 
East German dictatorship. Although this is not the place to recount in 
detail the subsequent chapters in this ongoing story—there are already 
several works which do so 7 —our narrative would scarcely be complete 
without at least a glimpse ahead to later developments in their broader 
outlines as they stretched toward the fall of the wall in 1989. 

In the mind of Walter Ulbricht, the wall was to be a temporary mea¬ 
sure, one designed to provide greater breathing space. In closing off 
the option of flight, the regime would suspend the immediate pres¬ 
sures of unsatisfied consumer demand, giving itself time to increase 
productivity, pursue technological innovation, and, in turn, improve 
consumer supply. The economic history of East Germany in the 1960s 
is largely one of flirtation with reforms designed to achieve these aims. 
Ulbricht has long been viewed as a grim, prim, uncompromising Stal¬ 
inist, stubbornly opposed to any deviation from Marxist-Leninist or¬ 
thodoxy. (This image is essentially accurate for the years covered in this 
study.) However, since the opening of East Germany’s state and party 
archives, our understanding of the East German leader during his last 
decade in power has been substantially revised. 8 It has now become 
clear that he was in fact the regime’s leading proponent of the New 
Economic System (NES), as the reform package of the 1960s was ini¬ 
tially called. NES was supposed to increase productivity by loosening 
up the rigid system of central planning and decision making; greater 
flexibility would be achieved through the introduction of “economic 
levers.” Appealing to “material interest,” the reform would make profit 
the primary measure for evaluating enterprise performance. The mea¬ 
sure of profit, in turn, would be made possible by the introduction of 
more realistic—that is, market-oriented—prices. In fact, East German 
reformers, influenced by the work of the Soviet economist Evsei Liber¬ 
man, were soon joined by reformers elsewhere in the Soviet bloc who 
pursued similar ideas. 9 
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As recent findings have shown, however, the East German reform, 
such as it was, ended in total disappointment. 10 Prices were never really 
reformed; strict central control was only slightly and temporarily relin¬ 
quished; and those most committed to the reform lacked support from 
Moscow, especially after Leonid Brezhnev replaced Khrushchev at the 
Soviet helm. To the modest extent that the reforms were introduced, 
however, they significantly complicated the process of planning and 
gave rise to anxiety among many party leaders and resentment among 
many economic planners. In 1967 Ulbricht acquiesced to his critics 
within the regime by introducing what was called the Economic System 
of Socialism, a much-diluted version of the original aims of NES. The 
cause of reform then suffered a crushing blow in 1968 with the inva¬ 
sion of Czechoslovakia, which triggered a reform backlash throughout 
the East bloc. By the end of the decade East Germany’s leaders had qui- 
edy abandoned even the pretense of reform. 

What did the abortive attempt at reform mean for consumers in East 
Germany? Essentially, more of what they had been experiencing since 
the mid-1950s. On the whole, the 1960s present a picture of continuity 
with the trends of the previous decade. As economic planners dithered 
over the nature of their proposed reforms, their long-term plans em¬ 
phasized investment at the expense of consumption, pushing above all 
for accelerated growth in chemicals, metallurgy, and machine build¬ 
ing. 11 However bold Ulbricht may have become as an economic re¬ 
former, he seems never to have lost his taste for the virtues of relative 
austerity. Consumption lost the high-profile status it had held during 
the brief but eventful years of the Main Economic Task, much as it had 
after the official demise of the New Course. Although one can certainly 
speak of progress in commodity supply (modern durables, for example, 
slowly entered more and more households), East German achievements 
seemed quite modest when compared with the ever-present and ever- 
advancing example of West Germany’s material prosperity. Indeed, East 
German consumers continued to face chronic shortages, long lines, 
and poor-quality merchandise; and trade functionaries continued to 
struggle with the sadly familiar concatenation of excess purchasing 
power, an insufficient supply of desired commodities, and embarrassing 
Uberplanbestande. 

For its part, the regime contented itself with an equally familiar array 
of measures for addressing these difficulties. The HO, due to the end 
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of rationing, had of course lost its special status as a site of higher-priced 
goods and thus as a crucial means of absorbing excess purchasing 
power. To make up for this loss, economic functionaries reinvented the 
HO anew—this time in the form of two new chains of luxury stores, Ex- 
quisit and Delikat. Where the first offered high-fashion clothing (much 
of it imported from the West) at artificially high prices based on heavy 
luxury taxes, the second sold luxury food items, also at inflated prices. 
As Philipp Heldmann has recently suggested, the regime thereby ex¬ 
tended the tradition of the state-approved black market that had be¬ 
gun with the introduction of the HO in the late 1940s. 12 

One is struck by continuities in most other areas as well. The regime 
continued to make gestures, however halfhearted and underfunded, 
to providing more of the kinds of goods increasingly taken for granted 
in West Germany and western Europe. For example, in the 1960s the 
East German automobile industry introduced technological improve¬ 
ments in its two models, the Trabant and the Wartburg, and began in¬ 
creasing significantly the number of cars produced, albeit nowhere 
near sufficiently to meet demand. 13 In similar fashion, the East Ger¬ 
mans followed developments in the West by establishing their own 
chain of fast-food restaurants specializing in grilled chicken. The Gold- 
broiler, as the restaurants were called, modeled themselves after the 
Wienerwald, a chain ubiquitous in Austria and West Germany. 14 Such 
efforts at modernizing the consumer landscape notwithstanding, the 
old problems bound up with consumer supply remained. Still bur¬ 
dened by their Uberplanbestande, trade organs continued to carry out 
their end-of-season sales, offering their unwanted inventory at reduced 
prices. Similarly, demand researchers carried on with their thankless 
task, now working under the auspices of the new Institute for Demand 
Research in Leipzig (created in 1962 and renamed the Institute for 
Market Research in 1967). Although their efforts to ascertain con¬ 
sumer demand became more sophisticated as they incorporated con¬ 
sumer questionnaires, household budget studies, and other western 
techniques, the institute’s researchers were in no position to remedy 
the unbalanced power relationship between trade and industry. Nor 
did their work have any influence on economic policy in general. 

Real change came only with a change in leadership. By the beginning 
of the 1970s Ulbricht’s position was much undermined by the failure of 
the economic reforms with which he had been so closely identified. In 
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the last few years of his rule he had insisted on setting increasingly un¬ 
realistic economic targets. Obsessed with pushing forward the so-called 
scientific-technological revolution, he had pressured the Soviets for ad¬ 
ditional resources, arguing that the GDR would then be able to increase 
its productivity rate by 10 percent annually, a goal he was virtually alone 
in considering attainable. Such a policy, moreover, threatened to re¬ 
duce living standards in East Germany. At the Fourteenth Central Com¬ 
mittee Plenum in December 1970, Ulbricht again spoke out against 
consumerism and emphasized the need for renewed sacrifice. That very 
month increases in food prices and other austerity measures in Poland 
led to riots that drove the Polish leader, Wladysfaw Gomufka, from 
power. The aging Ulbricht, now in ill health, seemed to be losing touch 
with reality. His illogical slogan to “overtake” West Germany “without 
catching up” (Uberholen ohne Einzuholen) found no support in Moscow. 
His increasingly dictatorial manner, combined with his less-than-tactful 
assertions of the GDR’s independence from the Soviet Union, also con¬ 
tributed to alienating the Soviet leadership. Once Erich Honecker and 
his supporters were ready to remove Ulbricht from power in 1971, they 
enjoyed Brezhnev’s full support. 15 

Still, one might have been excused for expecting little to change 
when Ulbricht’s successor presented his “Main Task” (Hauptaufgabe) at 
the SED’s Eighth Party Congress in June 1971. Much of what Honecker 
had to say sounded entirely familiar: he promised a “new approach” to 
the provisioning of the population, offering immediate concessions to 
consumers; he announced a new round of wage increases; he called on 
trade representatives to “represent the needs of the population more 
vigorously against the forces of production”; he explained that in¬ 
creased productivity would make it possible to devote more resources 
to consumption needs. 16 Of course, all of this had been said before, 
nor was Honecker’s Hauptaufgabe the first to be trumpeted at a party 
congress. And yet, as would become clear in the following years, his 
approach to the problems of consumption and material well-being dif¬ 
fered fundamentally from that of his predecessor in several key re¬ 
spects. Gone were the well-worn homilies on the virtues of sacrifice; 
gone was the vague vision of material plenty in some distant socialist 
utopia; gone also was the public boasting that the GDR would surpass 
West Germany in economic performance and per capita consumption. 
Instead, Honecker set out to offer the disaffected East German citizenry 
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immediate improvements in the supply of consumer goods, combined 
with increased social spending and assurances of basic material secu¬ 
rity (Geborgenheit). Under Honecker, the GDR entered the phase of 
“real existing socialism,” in which, for reasons of political expediency 
and the legitimation of the new leadership, consumption would enjoy 
a new autonomy from the hitherto all-important demands of produc¬ 
tion. Living standards would improve, albeit modestly; the regime 
would thereby ensure that its citizens continued to acquiesce to its rule. 
In short, Honecker was imposing a trade-off: expanded consumption 
and material security in return for political qnietnde, if not loyalty. Wal¬ 
ter Ulbricht had recognized that it was “politically dangerous” to de¬ 
mand unceasing sacrifice from the population. But he firmly believed 
that any potential unrest conld always be countered with “the full au¬ 
thority of the party.” Honecker, in contrast, took the view that one 
conld “never govern against the workers.” 17 

But how was the new leadership going to achieve the promised rise 
in living standards? How would it pay for what Ulbricht had always in¬ 
sisted could only be bought with increased productivity? Certainly not 
by pursuing market-oriented economic reforms such as those pon¬ 
dered in the 1960s. In fact, under Honecker the GDR experienced a 
consolidation of traditional, Soviet-type centralization in planning. 
The answer was actually rather simple, if ultimately disastrous: Honecker 
proceeded, with the indispensable help of his ingenious chief eco¬ 
nomic advisor, Giinter Mittag, to import western consumer goods on a 
vastly expanded scale, to increase price subsidies and social expendi¬ 
tures to an unprecedented degree, and to pay for it all by borrowing 
from western creditors whatever the GDR could not itself afford with 
its own limited hard currency resources. Timothy Garton Ash has re¬ 
ferred to this strategy as one of “reform substitution”: “social benefits 
and consumer goods were offered to the people not as complements to 
a reform of the system but as substitutes for a reform of the system 
which the Party leadership considered would be too dangerous (for 
the Party leadership).” 18 It was hardly surprising then that Honecker’s 
brand of socialism came to be referred to as “consumer socialism” or 
“jeans and Golf [Volkswagen] socialism.” And in the short run, the 
strategy seemed to pay off. The first half of the 1970s was characterized 
by growing individual consumption and basic improvements in the 
overall quality of life for most East German citizens. Indeed, this may 
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have been the best period of the GDR’s history. 19 Nor was East Germany 
alone among Soviet bloc states in adopting this strategy, as Edward 
Gierek (Gomulka’s successor) in Poland and Gustav Husak in Czecho¬ 
slovakia followed a similar path. 20 

In the long run, however, the Honecker-Mittag strategy was econom¬ 
ically unsustainable. Within only a few years the GDR’s trade deficit 
with the West soared. With imports far exceeding exports, East Ger¬ 
many was forced to take out loans, which only inflated its foreign debt 
further. Most of its imports, moreover, were devoted to immediate con¬ 
sumption, thus depriving the economy of badly needed resources for 
investment. As Jonathan Zatlin has neady put it, “the GDR was not sim¬ 
ply living beyond its means, but consuming its future—eating oranges 
instead of buying capital equipment to boost exports and pay for the 
oranges.” 21 In 1970 the GDR’s foreign debt had stood at a record one 
billion dollars, a source of considerable worry among party leaders, yet 
another serious item in the long list of grievances against Walter Ul- 
bricht. But only ten years later that figure had risen twelve-fold. There 
were voices of warning within the regime, even from senior advisors. 
But Honecker, though a dilettante in economic matters, was able as 
party leader to block any serious challenge to his political-economic 
strategy. 

As a consequence, however, he and Mittag were forced to redouble 
their efforts to increase East Germany’s hard currency revenue. Only 
with western cash or credit would they be able to maintain their com¬ 
mitment to the Main Task (expanded and refurbished in 1976 within 
the parameters of the all too aptly named Unity of Economic and Social 
Policy) 22 and to service the GDR’s dangerously expanding foreign debt. 
Much has been written since 1989 about East Germany’s increasingly 
desperate scramble for hard currency during the Honecker years. The 
main features of this story are now well known: the widening of political 
and commercial contacts between the two German states, arising on the 
one hand from detente and West Germany’s Ostpolitik, and on the other 
from the economic needs engendered by Honecker’s policies; the easing 
of travel restrictions between the two Germanys, which gready increased 
the number of West Germans (with their deutschmarks) visiting East 
Germany; the “buying free” (Freikauf) by West Germany of political pris¬ 
oners in the GDR; the “transit fees” required for people traveling to and 
from West Berlin; the “twilight realms” of licit and illicit dealings 
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presided over by the notorious Alexander Schalk-Golodkowski, who, 
among other things, headed East Germany’s special agency of Com¬ 
mercial Coordination (Bereich Kommerzielle Koordinierung or KoKo ); 23 
Gunter Mittag’s program of export-led growth, which, in subordinating 
the import needs of East Germany’s aging capital stock to the goal of 
debt reduction, “cannibaliz[ed] future production to satisfy immediate 
consumer demand”; 24 the oil crises of the 1970s and the exploding in¬ 
flation in prices for energy and raw materials on international markets, 
as a result of which the Soviets reduced their oil deliveries to East Ger¬ 
many and raised the price, thus intensifying the latter’s need for hard 
currency; the Polish crisis of the early 1980s, which, triggered by an in¬ 
crease in meat prices, not only served as an all-too-effective cautionary 
example of the supreme risks inherent in reintroducing austerity 
measures but also revivified the specter of June 17, 1953, not that the 
memory of it had much faded from the minds of East Germany’s still 
traumatized leaders; the crucial role played by East Germany’s Inter¬ 
shops, those outposts of capitalist consumerism, where western goods 
were sold for western currency, the possession of which by East German 
citizens was legalized in 1974; and, of course, the so-called billion cred¬ 
its in West German loans negotiated between Franz Josef StrauB and 
Schalck-Golodkowski in 1983 and 1984, granted on highly favorable 
terms and guaranteed by the West German government, and without 
which the East Germans would have faced the immediate threat of in¬ 
solvency and Erich Elonecker would very likely have fallen from power, 
as had Edward Gierek in Poland in 1980. 25 Alas, for Gierek there was no 
rich, capitalist West Poland to turn to. 

Such was the ironic and terribly awkward position in which the Elo¬ 
necker regime now found itself, that is, one of increasingly abject fi¬ 
nancial (and thus political) dependency on the capitalist enemy and 
his corrupting currency. To be sure, the survival of the East German 
state depended ultimately on the willingness of the Soviet Union to de¬ 
fend it, by force if necessary. Brezhnev had warned Elonecker (and the 
other leaders of Eastern Europe) of the risks involved in becoming too 
indebted to the West. He pointed to the unrest in Poland as an exam¬ 
ple of what could happen if that debt reached “a dangerous level.” 26 
Within the GDR, meanwhile, the benefits for consumers of the Unity 
of Economic and Social Policy were much belied in the 1980s by the re¬ 
turn of serious shortages in the provisioning of basic consumer sup- 
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plies such as meat, dairy products, potatoes, toilet paper, and heating 
fuel. 27 What a striking contrast the Intershops presented, islands of 
plenty fully stocked with the haloed, come-hither products of capitalist 
abundance. Of course, in expanding the number of Intershops and in 
opening them to East German consumers, the regime fundamentally 
devalued its own currency and economic credibility. Unwittingly, it also 
invited its citizens to participate in the very “commodity fetishism” it 
officially denounced, as well as a corrosive new form of social strati¬ 
fication based on possession of that magic mode of exchange, the 
deutschmark. 28 Those with relatives or friends in the Federal Republic 
were perhaps most fortunate; those in the unlucky position of being 
without “West-contacts” offered a cynical play on Marx’s once inspiring 
words of promise: “From each according to his ability, to each accord¬ 
ing to his needs!” These they rephrased: “To each according to his 
aunt’s place of residence.” 

Over the course of the 1980s the regime slid ever closer to the point 
of financial and ideological bankruptcy. West German credits seemed 
to provide financial stabilization. Once it became clear, however, that 
Gorbachev’s Soviet Union, unlike Brezhnev’s, was not prepared to use 
force to prop up the satellite regimes of Eastern Europe, the fate not 
only of Honecker and his supporters but of the GDR itself was sealed. 
Honecker’s “consumer socialism” had brought the East German econ¬ 
omy to the brink of insolvency and ruin; in the process, it had opened 
the floodgates to the deutschmark, allowing the West German cur¬ 
rency and all it promised to ingratiate itself into the everyday desires 
and frustrations of East German citizens. For those who in the fall and 
winter of 1989 welcomed the collapse of the SED dictatorship but who 
still hoped for the continued existence of an independent GDR, based 
perhaps on some more democratic form of socialism, the legacy of the 
Honecker regime was distinctly bitter: socialism thoroughly discred¬ 
ited, reunification all but inevitable. 29 The gravitational pull of West 
German prosperity was simply too strong to resist. 

It is no exaggeration to say that the problem of consumption plagued 
the GDR for the entirety of its existence. Nor, it must be added, has the 
problem entirely disappeared in the new Germany, where in novel ways 
it continues to reflect divisions between East and West, perhaps most 
visibly in the form of a tenaciously guarded East German “identity” 
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expressed through old, East German brand-name products (f6 ciga¬ 
rettes and Trabant automobiles), Ostalgie television programs, and Os- 
trock parties that recycle the still-much-loved East German hit parade. 
For many in the new Bundeslander reunification and its discontents 
have brought about an unexpected transformation: former emblems 
of frustrated desire have become cherished repositories for feelings of 
nostalgia. 30 

This book has tried to chart the emergence of the problem of con¬ 
sumption in East Germany during the years before the building of the 
Berlin Wall, focusing particular attention on its political significance in 
the context of the Cold War. While the other dictatorships of the Soviet 
bloc faced many of the same difficulties with regard to consumption as 
those confronting the SED regime, none did so under the same pres¬ 
sure to compete with a mirror image of itself increasingly enhanced in 
the ever-brightening neon glow of prosperity and freedom. To the 
leaders of the GDR it must have seemed as if the severed limbs (West 
Germany) were always mysteriously acquiring greater phantom power 
over the body itself (East Germany). Nowhere was the juxtaposition of 
opposing social systems more starkly posed than in divided Germany, 
and nowhere did the issue of material well-being play a more promi¬ 
nent role in the heated struggle for political legitimacy. As we have 
seen, between 1948 and 1961 the SED’s consumption policies wavered 
back and forth, depending on the amount of pressure at any given mo¬ 
ment to suspend the primary commitment to productivism by making 
concessions to consumerism. The SED took up the contest of prosper¬ 
ity slowly and grudgingly, profoundly reluctant to divert limited re¬ 
sources away from heavy industry, that sphere of the economy it 
consistently fetishized as the sole engine of real growth. Trade and con¬ 
sumption, in direct contrast, it dismissed as “unproductive.” But as a re¬ 
sult of the challenge posed by a new kind of prosperity in West 
Germany, combined with the open border that made it accessible to 
the millions of East Germans who chose to flee, SED leaders found 
themselves increasingly beholden to a standard of material well-being 
they could neither equal nor displace. 

The SED’s inability in the first fifteen years after the Second World 
War to develop a distinct, clearly articulated alternative idea for the or¬ 
ganization of consumption in socialism was one of its great failures. In¬ 
stead of elaborating such an idea, the party adhered to its productivist 
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course, relegating consumption to the back burner and supplement¬ 
ing calls for sacrifice with feeble promises of abundance for all in some 
vague, distant future. But the provisioning hierarchies required by 
productivism—enshrined in Order no. 234—called into question the 
regime’s commitment to eradicating social differences, while the 
chronic shortages and recurrent provisioning crises belied promises of 
long-term abundance. East German consumers complained inces¬ 
santly: sacrifice for what? Nor did it help the SED that its sermons on 
the virtues of hard work and material austerity were underwritten by 
Soviet occupiers intent on extracting extensive reparations well into 
the 1950s, that is, at the very moment when West Germany was enjoy¬ 
ing the benefits of Marshall Plan assistance. Identified by wide sections 
of the population as creatures of their Soviet sponsors, SED leaders 
were burdened from the outset by a considerable deficit in credibility 
and legitimacy. 

The pressure on the regime to address consumer dissatisfaction be¬ 
came immense. Within the realm of officialdom itself there quickly 
emerged a consumer supply lobby pressing for greater attention to the 
material needs of East German consumers. If the officials in domestic 
trade who comprised that lobby were primarily motivated by the need 
to fulfill their sales plans, their efforts to advance their own interests si¬ 
multaneously served to “represent” within the planning bureaucracy 
those of consumers as well. The cause of consumer supply drew much 
of its strength from the enticements of growing prosperity in West Ger¬ 
many and the mounting seriousness of the refugee crisis. When SED 
leaders found themselves forced to adopt more consumerist policies 
and poses, they did so in the terms and argumentation provided by the 
consumer supply lobby. And as we have seen, the SED’s list of conces¬ 
sions to consumerism between 1948 and 1961 was a long one, includ¬ 
ing the introduction of the HO, the celebration of the Stalinallee as a 
glittering boulevard of socialist splendor, the array of measures bound 
up with the New Course, the widespread concern for a heightened 
level of Verkaufskultur, the statistical tracking of living standards, the 
system of demand research, the introduction of various retail innova¬ 
tions (the mail-order catalogue, the installment plan, the self-service 
store), and finally and most dramatically, the adoption of the Main 
Economic Task. 

The consumption regime that emerged bit by bit in East Germany 
marked a distinct break with past German traditions characterized by 
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cartels, suppressed wages, and artificially high prices for consumer 
goods. The main features of that regime, as we may now summarize 
them, were the following: subsidized low prices for goods that satisfied 
fundamental needs (basic foodstuffs, work clothing, children’s cloth¬ 
ing, rent, utilities); high taxes on and thus high prices for higher-end 
consumption goods (semiluxuries, fashionable clothing, furniture, and 
modern household durables); high wages relative to productivity; and a 
chronic disparity between purchasing power and commodity supply. 
The higher prices for “luxury” goods served two purposes: they helped 
to pay for the subsidized low prices for basic goods, and they drew a 
moral line between necessity and luxury. (Inadvertently, they also en¬ 
hanced conditions for expressing social differences in the “workers’ 
and peasants’ state.”) Meanwhile, fixed low prices for basic goods, in¬ 
tended to assure the satisfaction of basic needs, had the effect of inflat¬ 
ing demand well beyond the extent to which it could be satisfied. As a 
consequence, East German economic planners were locked in an un¬ 
ending struggle with an intractable monetary overhang and an ever¬ 
present backlog of unsatisfied demand. 

In certain respects, SED leaders shared the goals of the consumer 
supply lobby. They recognized the importance of appearances and 
Verkaufskultur, fully aware that the public face of socialism played a de¬ 
cisive role in the extent to which it appealed to fellow Germans in the 
West and to their own citizens. Similarly, consumerist endeavors some¬ 
times helped to ease immediate economic problems: the HO helped to 
absorb excess purchasing power and to undermine the black market; 
the installment plan helped to move excess inventory. Other nods to 
consumerism neatly dovetailed with the SED’s need to show that so¬ 
cialism was a vehicle of modernity. For example, the system of demand 
research, by communicating the particular needs and desires of con¬ 
sumers to producers, was supposed to bring the complex processes of 
production and consumption into a more rational, smoothly function¬ 
ing alignment. Likewise, the self-service store would offer direct access 
to consumer goods and lend a distinctly modern profile to the East 
German retail landscape. 

But concessions to consumerism had to be kept within strict limits. 
SED leaders were all too aware that resources were limited, that the 
shortage economy could provide only so much. The chronic weakness 
of domestic trade within the structure of East Germany’s political econ¬ 
omy marked the dividing line between the interests of SED leaders and 
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those of the consumer supply lobby, a line that effectively limited the 
amount of internal pressure that could be brought to bear on the party 
to respond to consumer demand. Atomized consumers could go on 
voicing their individual complaints through letters of petition and 
grumbling at the sales counter, but their appeals had no claim on likely 
redress. Their demands remained subject to an unpredictable process 
of endless “adjustment,” constantly requiring the indefinite suspension 
of initial desire—a kind of everyday, material frustration of what Vaclav 
Havel has called “the longing to live in truth.” 

Ultimately, SED leaders recognized consumerism as something alien 
to Marxism-Leninism, compatible with it, if at all, only in limited doses. 
Official dogma denounced consumerism as part and parcel of “the 
American way of life,” of “monopoly capitalism,” of “lying advertising,” 
and of the generation of “false needs.” Consumerism was inextricably 
bound up with individualism and the articulation of social distinctions, 
characteristics clearly at odds with the avowed ethos of collectivity in a 
“workers’ and peasants’ state.” Economically, it held out the prospect of 
unbearable pressure on the planned economy to respond to the mer¬ 
curial, unpredictable demands of individual consumers, demands in¬ 
creasingly driven by West Germany’s more accelerated turnover of needs 
and desires. If given free reign, consumerism could effectively deprive 
the party of its control over the economy and thus over the develop¬ 
ment of society itself. The very idea of the Leninist vanguard party, with 
its privileged knowledge of history and its leading role in building 
Communism, would lose all relevance and justihcation. East Germany’s 
leaders found themselves in an increasingly untenable situation: con¬ 
sumerism threatened their claims to power, yet the maintenance of 
power required periodic concessions to consumerism. These inherent 
tensions contained a tremendous potential for destabilization. In June 
1953 the party could subdue them temporarily with the help of Soviet 
tanks; by August 1961 it could do so only by erecting the Berlin Wall. 
But in the long run, as we now know, even the wall fell short of render¬ 
ing the dictatorship invulnerable to the pressures of demand. 
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Abbreviations 

The following abbreviations for archives, government institutions, party or¬ 
ganizations, and periodicals are used in the notes. See also the list of abbre¬ 
viations for organizations on pages xi-xii. 


BArch 

DVHV 

DWK 

GblderDDR 

HVHV 

KKB 

LAB 

MdF 

MfHV 

MIL 

ND 

SAPMO-BArch 

SKHV 

SPK 

SZS 

ZK 

ZK Abt. HVA 


Bundesarchiv, Berlin 

German Administration for Trade and Provisioning 
German Economic Commission 
Gesetzblatt der Deutschen Demokratischen Republik 
Central Administration for Trade and Provisioning 
Coordination and Control Agency for Domestic Trade 
Landesarchiv, Berlin (Breite Strasse) 

Ministry of Finances 
Ministry for Trade and Provisioning 
Ministry for Light Industry 
Neues Deutschland 

Stiftung Archiv der Parteien und Massenorganisation en 

der Deutschen Demokratischen Republik im Bundesarchiv 

State Commission for Trade and Provisioning 

State Planning Commission 

Staatliche Zentralverwaltung fur Statistik 

Central Committee of the SED 

Central Committee Department for Trade, Provisioning, 
and Foreign Trade 
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